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The Financial World Leads 
In Financial Advertising 


During the first six months of 1932, when all financial advertisers were 
seeking the most productive mediums for their advertising dollars 
The Financial World headed the list of 104 magazines published in the 
United States, both in financial advertising lineage and number of finan- 
cial accounts carried. 


The authority for this—the Magazine White Book—the first issue 
of which went out to its subscribers recently, lists and classifies all ad- 
vertising carried by the 104 leading magazines of the country. On page 
72, the Magazine White Book tabulates all financial advertising carried 
not only by the financial and business publications, but the general 
magazines as well. 


Here Is the Record For the 


5 Leading Magazines 


ACCOUNTS LINEAGE 
ist The Financial World - 121 accounts, and Ist in lineage 
2nd Magazine - - - - 87 accounts, but 3rd in lineage 
3rd Magazine - - - - 65 accounts, but 5th in lineage 
4th Magazine - - - - 38 accounts, but 2nd in lineage 
5th Magazine - - - - 16 accounts, but 4th in lineage 


This recognition by the leaders among financial advertisers, chiefly 
because of the results The Financial World has obtained for them in the 
past, and continues to obtain for them, regardless of business conditions, 
is the best evidence of the esteem and faith held by the financial adver- 
tisers in the efficacy of this publication, even in trying times. 


It should be an incentive for all advertisers to use this profitable 
medium, not only for financial advertising, but also for commodities 
that appeal to well-to-do and intelligent readers. 
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Is Rail Traffic a Business Barometer? The Trend of Things - - - - - - - - - 248 
HEN adjusted for normal seasonal variation, rail- Weekly Index of Industrial Production - - - - 244. 
road freight car loading figures have shown little The Real Estate Reorganization Racket- - - - 245 
significant change for several months, while the figures for By George H. Dimon 
steel output, automobile production and building con- Are Utility Stocks Too High? - - - - - - - 246 
struction have shown a declining trend. Does this mean By James C. De Long 
that rail traffic has found a minimum level for the depres- Smith, 
jon, and that a base has been formed from which improve- Outlook Brightens for Grocery Shares - - - - 248 
ment is to start? A discussion of railroad traffic movement By Victor J. Olearo 
in the final depression stages will appear shortly, in which The Public and the Market - - - > --- = 249 
its barometric importance is examined. = By William J. Healy 
Position of the Bond Market - - - - - - - 250 
An Attractive Steel Specialty - - - - - - - 251 
Shoe and Leather Stocks By C. ©. Bailey 
DVANCES in hide and leather prices which have Among the Bulls and Bears - - - - - - - 252 
taken place in the last few months will mean one of Rating Changes- - - - - - - - - = - 252 
two things for the shoe manufacturer. Either profit mar- wat . 
gin will suffer because of the higher cost of raw materials, Weekly Corporate Earnings Barometer - - - - 253 
or prices will be advanced to maintain the margin of profit Preferred Stocks of Senior Rank- - - - - - 254 
and earnings will benefit from expanding sales. Much By Ralph E. Bach 
depends upon the inventory position of the industry, but L.G.’s Column - - - - - - - - - - = 255 
other factors also enter into the situation. companies 
in this group in a favorable earnings position for future 
months? A forthcoming analysis will furnish the answer. Thomas Gibson - - - - - - - = = - - 256 
‘. Board Room Brevities - - - - - - - - = 257 
r Television? 
What Hope for Televisio Dividends Declared- - - - - - - - - - 258 
R the past four years reports have cropped up dur- se 
ing the fall months that “commercial television will | P#isingthe Ante - - - - - - - - = = 258 
be here for the Christmas trade.”’ Needless to say, those Weekly Record of Earnings - - - - - - - 260 
who have bought television company stocks on the strength . . 
of such rumors have invariably been disappointed. Per- 
haps there is more to the reports this year than before. On Square Talks - - - - - - - - = - - 261 
the other hand, important obstacles may not yet have been ‘ ae , 
sumounted. An analysis of this “industry” and _ its Coming 
reasonably near term prospects is now being prepared. On the New York Curb - - - - - - - - 262 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


aw OF STOCKS—COTTON—WHEAT—This review issued 

y one of the old established firms (founded 1898), members of the 

ew York Stock Exchange, also includes a brief analysis of several 
attractive securities. Copy on request. 


THE NATIONAL DISTILLERS PRODUCTS CORPORATION— 
A reliable firm, members of the New York Stock Exchange, and 
other leading exchanges, has prepared a circular on The National 
Distillers Products Corporation which they will be pleased to forward 
on request. Their stock advisory department is available for the 
analysis of any securities in which you may be interested. 


NEWS ON STOCK AND COMMODITIES —This bulletin is issued 
periodically by one of the large ‘‘wire’’ houses, and a sample copy 
may be had upon request. 


COMPARATIVE YIELDS—A folder, pens, by a well-known in- 
vestment house, shows the present effective yield from taxable and 
tax-free bonds in the various income brackets. The effect of the 
increased income taxes provided for by the Revenue Act of 1932 
is shown oy epee: actual yields under that law with yields under 
the law which it supplants. Copy upon request. 


PEOPLE’S GAS LIGHT & COKE CO.— The 1932 Year Book covers 
the activities of this company during 1931 and presents a condensed 
résumé of 82 years of continuous gas service. It is full of interesting 
data on the usefulness of gas, is handsomely illustrated, and con- 
tains also a consolidated balance sheet which is of interest to all 
holders of public utility securities. 


“STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR” 
—lIs the title of a booklet just issued by a well-known Stock Exchange 
firm. Copy may be had on request. 


FROM $8,000 TO $250,000,000—One of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented a des- 
cription of the history and development of this prosperous corpora- 
tion that came into existence in 1886 with asse s of $8,000 workin 
capital, and that now has assets of over $250,000,000. Investors wil 
find much of interest and value in this booklet. Copy may be had 
upon request. 


A GUARANTEED INCOME ON RETIREMENT—A 28-page book 
called ‘“‘How to Get the Things You Want,” issued by one of the 
large insurance companies, shows how their latest retirement income 
plan can be exactly suited to any individual's special needs. 


INTERNATIONAL HYDRO-ELECTRIC SYSTEM—This corpora- 
tion has recently issued its Third Annual Report, which gives a 
detailed —— of its properties, together with a colored map 
showing the territory in which it operates. Your copy sent upon 
request. 


WHEN TO BUY AND WHEN TO SELL—An interesting discussion 
of these F nyo from the technical viewpoint is presented in the 
folder ‘‘ How to Protect Your Capital and Accelerate Its Growth.”’ 
Copy may be had upon request. 


AN OASIS IN THE DESERT —Is the title of an interesting booklet 
recently issued by a well-known company specializing in the securities 
of a personal finance business. This booklet explains why this type 
of business has enjoyed such stability during the past two years. 
Send for your copy. 


PARTIAL PAYMENT PLAN—Individual issues or diversified 
groups of —— listed on the New York Stock Exchange may be 
purchased on partial payment lan Re my te old established 
New York Stock house. riptive 


YOU CAN HAVE AN INCOME AS LONG AS YOU LIVE—Is the 
title of a booklet issued by one of the most prominent insurance 
companies, that tells how a life annuity can be arranged to comply 
with any circumstances and ideas for future income. A copy may 
be had on request. 


A CHAIN OF SERVICE —Is the title of a new booklet which describes 
and illustrates the history and development of the Associated Gas & 
Electric Company System. Of particular value to investors inter- 
ested in public utility securities. 


NEW YORK STATE BONDS—A prominent investment security 
house specializing in high e municipal bonds has just prepared 
an interesting booklet on the bonds.of New York State. Gives im- 
portant data regarding every bond outstanding, also revenues and 
expenditures for the year ended June 30, 1931. Copy upon request. 


PHILIP MORRIS & CO., LTD., INC.—A New York Stock Ex- 
change firm has just prepared a circular on this company, makers of 
the well-known Marlboro cigarettes, ‘showing the financial position 
and book value of jthe stock. Copy upon request. 


klet upon request. 
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A FEDERAL RESERVE REPORTS, MEMBER BANKS 
1932 


(000,000 omitted) 
Deposits—-New York Cit 
Deposits—Outside New York City.. “rs 
Loans on Securities—N. 1,63 


| 
tinvestments—New York City 1 Vol 
tInvestments—Outside N. Y. C 
Total loans and discounts 6 
Total net demand deposits 
Total brokers’ loans 
Federal reserve ratio (System) 58.9% 
Federal reserve ratio (N. Y.)........ 55.1% 


yOther than U. S. Govt. securities. 


A WEEKLY BANK CLEARINGS 
000,000 omitted) 
New York City 


A MISCELLANEOUS 


Total car loadings 518,642 


27 

Daily Av. Crude Oil Prod. (bbls.) . 2, 127. 250 2,114 
Electric Power Output (000 K.W.H.) 1,464,700 1,436,490 
Steel Output (% of capacity) i4 4% 14% 
*Automobile Production (U.S.A.). 22,963 25,265 


*Cram’'s Report. 
A FOREIGN EXCHANGE 


32 


$4. 86 34 England.. $4.85°/16| Coffee... $0.09 dati 

3.9112 0674 more 

not 

less, 

week 


*Belga. tPaper Peso. tPaper §May futures (old contracts), 
#Approximate; not yet fixed by law. 


vill 
cons’ 
indu: 
Weekly Car Loadings the 1 
Freight car loadings indicate current sectional business conditions @ lslla 
Loadings from the 15th to the 15th generally indicate earnings for th 
current month. 
Week ended — 
August 20 
EASTERN DISTRICT Ad 
Baltimore & Ohio 
Chesapeake & Ohio 
Cleve., Cinn., Chicago & St. L. 
Delaware & Huds 7 
Eri 2 
Norfoik & Western 1 | 
New York, New Haven & Hartford. 500 
New York Central 38, 
New York, Chicago & St. Louis... 
Pennsylvania 
Pere Marquette 
Western Maryland 


SOUTHERN DISTRICT 


NORTHWEST DISTRICT 8 
Chicago & Great Western 
Chi., Milw., St. Paul & Pacific.... f : 6 
Chicago & North Western 
Great Northern 


id 


CENTRAL WEST DISTRICT 


Atchison, Topeka & Santa Fe 
Chicago, Burlington & Quincy . 
Chicago, Rock Island & Pacific... . 
Chicago & Eastern Illinois 07 
Denver & Rio Grande Western.... 

Southern Pacific . 25, 
Western Pacific 


SOUTHWESTERN DISTRICT 


Kansas City Southern 
Missouri-Kansas-Texas 
Missouri Pacific 


a 


(Compiled from American Railway Association figures) 
— 
THE FINANCIAL WORM! 
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Outside of New York City.......... 1,445 1,609 24 
Sept. 
1,746 30) 
COMMODITY pricy | 
26.80 Denmark...17.99 26.71 Silk...... 1.97% 247K Mi trade 
26.80 Norway....17.41 26.72% | Silver.... 383 
26.80 Sweden ....17.82 26.75% | Steel.....26.00 290) BSW 
49.85 Japan......23.44 49.38 Sugar.... .0425 04% the ¢ 
42.45 Argentinat .25.19 28.00 2575 
#12.00 Brazilt..... 7.20 6.20 §Wheat... .543% 
Atlantic Coast Line.............. _5,787 12,584 
Illinois Central.................. 23,424 33,739 
Louisville & 17,716 24.810 
Seaboard Air Line............... 8,210 11,156 
Southern Ry. System............ 25,381 34,805 
Northern Pacific................ 10,275 13,719 
27,255 
St. Louis-San Francisco.......... 9,869 13,406 


WORLD 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confidem in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 


VOLUME 58 SEPTEMBER 14, 1932 NUMBER 11 
The Trend of Things 
Seasonal gains in numerous lines of industry are bolstering confidence — Senti- 
ment further aided by continued upward movement of commodity prices — 
Bank figures suggest that a start has been made in commercial credit expansion 
— Generally cooler weather last week spurred retail trade — Business failures 
at lowest point in nine months 
HE passing of the holiday which is regarded as automobile production preceded the promised reopen- 
ending the summer season and ushering in weather ings of several important units, and subsequent figures 
more conducive to greater trade activity has found should show material gains for the next several weeks, 
distinct improvement in the business indexes although at least. 
nore convincing proof of permanent gains will probably 
wt make their appearance for several weeks. Neverthe- REIGHT traffic has shown three successive weekly 
lss, steel mills are now operating at a better rate, last increases, the significant factor here being the up- 
wek’s increase being the first since early July. Retail ward trend in merchandise and miscellaneous tonnage, 
tade, of course, is benefitting from the change of seasons which is of barometric importance to general business. 
swell as lower temperatures throughout a large part of Electric power output continues its upward _ trend, 
the country. and the comparison with a year ago has been distinctly 


improved. 
IGURES on a number of lines for the last week of 
August suggest that better than seasonal performance CTIVITY in the security markets has recently in- 
vil probably be seen this month. For instance, new A creased, but even more substantial signs of business 


construction (one of the country’s most severely depressed gains must appear if the improvement is to be maintained. 
industries) showed a gain of better than 20 per cent over Prices may be sustained by optimism until business catches 
the rate of the preceding week whereas: a decline is the up, but the markets seem entitled to a rest after their long 
isual expectation at this time of year. A small loss in climb from the depths of two months ago. 


M44 THE TREND OF MARKET VALUES AND LOANS 444 


5 COAN RATIO |] VALUE {| 
0 LISTED 
SHARES 
1952 
OF ALL e 
LISTED 30 31 
SHARES ; 
/\ 3} 80 
| 
LISTEO 
e 
= Be . 21 
TURNOVER 0 26 
T 
NYSE FIGURE “| 
THE FINANCIAL WORLD INDEX 24 
23 
‘VOLUME OF SALES] ’ 
VOLUME OF SALES] 
6 6 
OF SALES) 6 5 
v 
¥ 4 4 4 
— 3 
gig 4 1 


Nore: The “Market Value” trend lines show the aetual market valuation of all stocks listed on the New York Stock Exchange: the solid line 
Worp u reported once a month by the Stock Exchange, whereas the dotted line shows the week-to-week compilation by THe Financia 
wld line ee Loan Ratio’’ expresses the percentage of brokers’ loans (to Stock Exchange members) to total market value of securities listed; the 
have shows the Stock Exchange's figures, reported monthly, while the dotted line shows Tur FrnanctAL WoRLp’s computation of changes which 

®ccurred during the month. Percentage of monthly sales to total number of listed shares is shown by the line ‘“* Percentage Turnover in Sales.” 
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Securities Outlook 


ie AN upward movement of security 
prices such as we have had in recent 
weeks, it is difficult to determine just 
at what point the recovery ceases to be 
a natural rebound from unduly depressed 
levels, and becomes a reflection of antici- 
pated improvement in general trade 
and earnings. Nevertheless, it does seem 
that such a point of demarcation has 
been approached by numerous issues. 
So far as new stimulus toward higher 
prices is concerned, several weeks will 
probably have to pass before the greatly 
improved business sentiment is trans- 
lated into cold figures, and earnings re- 
ports will not, generally speaking, im- 
prove for several months. Consequently, 
a period of irregularity in price move- 
ments would not be surprising, and in 
any event the market is entitled to a 
chance to consolidate its recent gains. 

Irregularity on the part of bond prices 
during the past week or so finds sufficient 
explanation in the (for the bond market) 
violent rise which has been experienced, 
bringing the averages up 30 to 40 per 
cent and showing gains of several hun- 
dred per cent in numerous individual 
issues. Despite the current hesitancy in 
this section, fundamentals continue to 
favor further improvement, and a com- 
paratively large number of attractive 
opportunities here are still available. 

There appears no reason for disposal 
of present holdings of sound securities. 
Discrimination in the acquisition of 
common shares is more essential than 
at any time in recent weeks, but numer- 
ous issues possess sufficient attraction 
at even current levels to make them suit- 
able for the long term investor. 


AAA 
Business Prospect 


A QUICKENING of the pulse of 
business in the fall months has come 
to be regarded as the normal develop- 
ment for the country, with that factor 
expected this year to contribute heavily 


to the impetus which is needed to bring 
about a recovery in general industry. 
Action of the various trade statistics is 
being closely watched, with memory 
taking us back to the corresponding 
period of 1921, a year which may, in some 
respects, furnish a pattern for 1932. The 
month of August, generally speaking, 
showed only small gains over July. Sep- 
tember showed further progress, and by 
October the recovery was in its stride, 
as reflected in the following production 
figures for those months: 


Aug. Sept. Oct. 
1921: thousands———— 
Steel (daily av.) tons.. 48.2 51.6 71.0 
Pig Iron (da. av.) tons. 30.8 32.9 40.2 
Passenger Autos...... 170.3 147.3 136.5 
Oopper, 6oms........ %0.71 10.46 12.31 
millions 
Building (27 states). ..$217.7 $242.1 $217.8 
Bitum.CoalProd.Index 77.8 76.2 92.2 
N. Y. State Employ. 


The period ‘‘after Labor Day” that 
year proved to possess the significance 
which has come to be attached to it, 
and indications are that in the present 
instance a similar recovery will be wit- 
nessed. Such fundamentals as the very 
low state of inventories, the advancing 
trend of commodity prices, extremely 
large banking resources, and a disposi- 
tion everywhere to cut the tax burden 
are only a few of the factors which are 
being brought into play to assist the 
process of revival. The first few days 
following the early September holiday 
are too early to furnish conclusive signs 
of the probabilities of the subsequent 
weeks, but already we have had reports 
of larger production schedules in numer- 
ous lines, with present indications sug- 
gesting that this movement will grow in 
scope and significance. 


AAA 
Credit Situation 


DDED to the favorable signs of the 
times was the increase of $4 millions 

in commercial credit extended by re- 
porting Federal Reserve member banks 


THE FINANCIAL WORLD INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928 = 100 


Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 
| 
100 6100 
90 | 90 
80 80 
| /\1930 
70 70 
60 v 60 
50 50 
40 40 


Tue Components: This is an unweighted index of five sensitive series of industrial activity: 
new building contracts, electric power production, automobile output, steel mill activity, and 


merchandise, miscel 


laneous and less-than-carload freight traffic. 


Adjustments have been made 


for normal seasonal variation, and the average for the four years 1925-1928 is used as the base. 
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in the last week of August. Su¢h 

in the New York City district alone ; 

creased $16 millions, more than offsetin 
declines in other centers. Liquida 

in the security loan account cOntinia 
with the decrease for the week amount, 
to $36 millions. The fact that 2 
loans have consistently declined sine 
August 3 in the face of the rising securiy 
markets makes it obvious that aceoy, 
which have been in weak position hay, 
been taking advantage of the advaneins 
value of their collateral, selling the lat 

and paying off the loans against it, 

Further improvement in the depgg 
aspect of the banking situation js gj 
closed, with demand deposits 
$120 millions in the week. This item ; 
now only 17 per cent below the leyg af 
a year ago, whereas as short a time 
as the beginning of July the spread Was 
about 2014 per cent. Investments yey, 
up $72 millions, $44 millions of this jy, 
crease occurring in holdings of Gove), 
ments. The latter item will undoubted) 
show sharp gains later on this month, jy, 
asmuch as the banks will be called upq 
to bear a large part of the burden ¢ 
taking up the new Treasury issues in thy 
September 15 financing operations, Bg. 
rowings by the member banks from th 
Federal Reserve institutions were uy 
slightly, $8 millions; the change held litt, 
significance, with this figure alread 
standing near the lowest level in aby 
a@ year. 

Increasing credit demands from bug. 
ness traditionally put interest rates w, 
but there appears little likelihood of , 
sufficiently heavy demand for accomm 
dation in the near future to have ay 
material effect, and the outlook co 
tinues to be for low money rates. 


AAA 


The Record 


OLLOWING the first week of Jul 

there has been an almost complet 
revulsion of sentiment as to business ani 
financial probabilities. So far, the figure 
have shown actual improvement only a 
the financial side of the picture, with 
business still to demonstrate definite 
gains. A résumé of the cold figura 
however, is sufficiently eloquent to afforl 
good grounds for the improvement i 
public psychology and to support th 
contention that improvement in trate 
and industry can not be far removel. 
The progress which has been made s0 fit 
has included the following: 


Week 
Ending Last Chant 
July 9 Week % 


Industrial stock prices 


(Stand. Statis.)...... 35 72 
Utility stock prices 
Gtand. Stasis.) 52 111 

ailro stock prices 

(Stand. Statis.)...... 13 39 +i 
Bond prices (Stand. Sta.) 60 76 +5 
Commodity prices (An- 

~ 91.1 95.6 + 5 
Money incirculation (mil- 

3,922 4,086 


Monetary gold stock.... 
F. R. member bank in- 


debtedness.......... 433-6 


Market Valuations 


— momentum gained by the sto 
market does not give it time to re 
nize precedent or the so-called tes 
points and the past week it marched mi! 
through the former high prices of they 
cancelling all the loss registered i 

last eleven months back to (etobé 

(Please turn to page 262) 
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bonds, most of which are quoted 

in the rather limited market which 
gists for such issues at prices from 5 to 
% per cent of par value, are now wonder- 
ing whether or not it would be best to 
gil out, even at these extremely low 
prices, and thus make sure of salvaging a 
small part of the original investment. 
Inmany cases, they have been solicited 
by security salesmen who have urged 
thm to “transfer” into some other se- 
writy which is represented as having 
much better prospects for eventual re- 
every. Usually the salesmen make 
doomy predictions as to the prospects 
for recovery on the real estate bonds, 
gmetimes representing them to be 
worthless. While some of these gloomy 
medictions are probably warranted, it is 
wfortunately true that, in many in- 
stances, the salesman’s knowledge of the 
secific real estate situation has not been 
sificiently detailed to warrant him in 


making prognostications. 


of defaulted real estate 


The Three Factors 


In any individual case the ultimate re- 
tun to the bondholder who is willing to 
we the situation through is dependent 
minly upon three factors. (1) The 
physical and financial condition of the 
property at the time of the bond default. 
2) The methods of operation used and 
the results obtained by the trustees or 
reeivers who operate the property prior 
loreorganization, and (3) The nature of 
the reorganization plan which is finally 
adopted. Sometimes it is not necessary 
ogo beyond the first factor to determine 
that the chances of eventual recovery of 
iy significant part of the original in- 
vestment are very poor indeed. This is 
totably true of certain Florida hotel 
bonds. As for the second factor, it is 
lmentably true that some receivership 
\dministrations of real estate properties 
have not only failed to build up the 
boperties for the benefit of the bond- 
holders, but have resulted in a material 
teeline in the bondholders’ equities. 

owever, it is not our purpose to cover 
the first two contingencies. In spite of 
the numerous abuses in original financing 
tad the extremely bad real estate situa- 

im many parts of the country, the 
8 where the bondholders’ position is 

less prior to an attempt at a re- 
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14, 


The Real Estate 


Reorganization 


Racket 


By GEORGE H. DIMON 
Editorial Staff, FinanciaL 


organization are in the minority. From 
now on, the important problem will be 
more and more that of assuring that the 
bondholder will receive equitable treat- 
ment in reorganization or readjustment 
plans. 

A number of readjustment plans for im- 
portant properties which have already 
appeared have drawn severe criticism, 
much of which has been fully warranted. 
This is true because of the fact, that in 
most cases, the underwriting house which 
originally sold the bonds has undertaken 
the reorganization and has been inclined 
to favor unduly those having interests in 
the properties junior to those of the mort- 
gage bondholders. In many instances, 
the underwriting house itself has owned 
junior liens or equities, or both. Where 
this has been obvious, the reorganizations 
have often been turned over to inde- 
pendent committees. However, even 
where the junior interests have been 
held by individuals or organizations which 
are not affiliated with the original sponsor 
of the mortgage bond issue, they have 
received in some reorganization plans 
what appears to most fair minded indi- 
viduals to be unduly favorable treatment. 


A Question of Fairness 


There is, of course, room for consider- 
able difference of opinion as to what 
constitutes fair and equitable treatment 
as between first mortgage bondholders 
and junior interests (holders of second or 
general mortgages, preferred stock, and 
common stock, lessees, etc.) in many re- 
organizations. However, some recently 
promulgated reorganization plans seem 
to most disinterested observers to be 
palpably unfair to the first mortgage 
bondholders. There is the case of a high 
class, well located apartment hotel in 
New York City. The public holds over 
$2.5 millions in bonds on this property, 
secured by a direct closed first mortgage 
on land and building. The equity in the 
property is owned by a subsidiary of a 
well known real estate’: management and 
operating company of New York City. 
The earnings of the property have de- 
clined, apparently as a result of the ad- 
verse effects of the depression upon the 
demand for relatively high priced ac- 
commodations. This led eventually to 
default on the first mortgage bonds. 
Subsequently, a plan of readjustment was 


presented to bondholders. The plan is 
based upon agreement by the bond- 
holders to refrain from bringing fore- 
closure proceedings for five years. It is 
submitted that it is highly desirable to 
avoid the heavy expenses involved in re- 
ceivership and foreclosure. This is, of 
course, true in cases where it is feasible 
to work out an equitable readjustment 
without foreclosure, but it is usually very 
difficult to obtain justice for the first 
mortgage bondholders without instituting 
foreclosure proceedings. 


An Interesting Instance 


The management company, in addition 
to the ownership -of the equity in the 
property, had installed furnishings and 
kitchen equipment in some of the apart- 
ments, and also owns the furnishings, 
utensils, and linens in the restaurant 
which the building contains. The bond 
house, in its letters, stressed the advisa- 
bility of retaining the management firm 
as an interested party, not only because 
of the good reputation of the firm as an 
operator of high class real estate prop- 
erties, but also because withdrawal of the 
firm would necessitate the purchase of 
furniture and equipment for some of 
the apartments. Consequently, under 
the plan it is proposed that the prop- 
erty be leased to a subsidiary of the 
management firm for a period of five 
years. This subsidiary pays a rental to 
the owner corporation, also a subsidiary 
of the management firm, and the rentals 
received must be turned over to the bond 
house. The latter is to use the money 
thus received, first, in the payment of 
real estate taxes; second, in the payment 
of matured interest coupons on the first 
mortgage bonds, third, to take care of 
eurrent coupons; and fourth, in the pay- 
ment of federal income tax, if any. 

This all appears quite satisfactory until 
a close examination is made of the way in 
which the rentals are to be computed. 
The amount of the rental is determined 
by deducting from the entire gross in- 
come of the property first, operating ex- 
penses of all kinds; second, necessary re- 
pairs and replacements; third, premiums 
on insurance policies; (so far, so good) 
fourth, a management fee to the owner 
corporation (wholly owned subsidiary of 
the management firm) of 3 per cent of the 

(Please turn to page 260) : 
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Are Utility Stocks Too 


utility common stocks during the 

past two months, amounting in 
some cases to as much as 300 and 400 per 
cent, while all visible evidences point to 
somewhat further shrinkage in earnings, 
raises very grave doubts as to the origin 
and permanency of motivating influences. 
While the argument can be advanced 
that utility stocks at their recent lows 
over-discounted all that might possibly 
happen to this group and the recovery 
represents only a return of investor con- 
fidence and more rational appraisal of 
intrinsic values, is there imminent danger 
that present optimism may, in the mat- 
ter of quoted values, out-distance any 
near term improvementin fundamental 
values? 


Tass sharp run-up in the price of 


Answering the Question 


The answer to the question of whether 
or not utility stocks are too high, based 
upon current earnings, rests with the 
future. Weekly figures on electric power 
output, until lately, have shown a sagging 
tendency and no more than seasonal gains 
during the past three weeks. Power out- 
put has been running some 12 per cent 
below 1931 levels duming the past several 
months and due to the peculiar capital 
set-ups of many public utility holding 
companies, the resultant loss in gross rev- 
enues has materially reduced the amounts 
available for equity stocks. Although the 
majority of these companies showed some- 
thing applicable to common stocks for the 
12 months ended June 30, 1932, it should 
be remembered that this period included 
at least 7 months of fairly satisfactory 
results and a projection of the trend 
during this period down to the present 
indicates quite clearly that, for many, 
common stock earnings at present are 
negligible. 

The following table reveals the gains, 
on a percentage basis, which have been 
recorded by the leading utility issues 
listed on the New York Stock Exchange, 
as well as the ratios of recent market 
prices to June 30, 1932, earnings. 


By JAMES C. DE LONG 
Editorial Staff, Tue FinanctaL Wor.p 
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The foregoing compilation indicates quite 
conclusively that something besides earn- 
ings has influenced price increases during 
the recent past. In the case of Electric 
Power & Light, currently quoted at 
about 25 times June 30, 1932, earnings, 
the issue has enjoyed an increase of over 
400 per cent whereas Louisville Gas & 
Electric has increased but 171 per cent 
from its recent low and is selling at about 
7 times June 30, 1932, earnings. 


made despite a reduction of $3.8 rliog 
in operating expenses and abou 
million in depreciation and depletigg 
charges. Such companies are gad 
with a comparatively large fixed ¢ 
burden which cannot be reduced mae 
rially during periods of lower TOs 
revenues. 
During a period of mounting reventigg 
exactly the opposite is true, whieh might 
account for the sharp recovery in pra 


TABLE No. II 


American Water Works & Electric....... 
Columbia Gas & Electric............... 


Electric Power & Light................. 
Louisville Gas & Electric............... 
National Power & iight................ 
Service of N. J.................. 
Standard Gas & Electric............... 
United Gas Improvement.............. 


+Based on June 30, 1931, returns. 


—Per share earnings, 12 months en 


31, June 30, 

1930 1932 
$3.10 $2.25 
1.76 1.09 = 
ery: 0.62 0.40 0.67 
2.86 0.55 12.44 
3.95 3. 3.82 
1.99 1.56 2.57 
4.37 2.83 5.27 
4.45 4.28 
3.92 3.69 4.85 
6.06 2.38 9.98 
ae 1.54 1.41 157 


{Estimated earnings with return to 1930 levels, 


While current earning power of the 
utility holding companies is an important 
factor in that it governs dividend pay- 
ments on the common stock, in the present 
instance the market apparently attaches 
more weight to potential earnings, which 
brings us to a discussion of holding com- 
pany capital structures and application 
of the leverage factor in projecting future 
earning trends. The larger number of 
public utility holding companies have 
pyramid capital structures with a rela- 
tively large amount of subsidiary and 
parent company funded debt, which 
means that any material change in gross 
is considerably magnified in the amount 
available for the common shares. Again 
using Electric Power & Light as an ex- 
ample, although gross revenues of this 
utility company for the 12 months ended 
June 30, 1932, declined but 9.2 per cent 
from the level of the previous 12 months, 
net available for the common stock 
shrank from $5.2 millions to $1.8 mil- 
lions, or 65 per cent. This showing was 


TABLE No. I 


1932 
w 

Am. Water Works & Electric.... 11 
Columbia Gas & Electric........ 414 
Commonwealth & Southern..... 154 
Electric Power & Light......... 234 
Louisville Gas & Electric....... 84 
National Power & Light......... 658 
1334 

Public Service of N. J........... 28 
Standard Gas & Electric........ 7348 
United Gas Improvement........ 914 


Times 
June 30, Earn- 
Current Percentage 1932 ings 
Price Gain earns, Ratio 
29 163 $2.25 13 
18 324 1.09 16 
5 208 0.28 18 
14 410 0.55 25 
23 171 3.29 7 
19 183 1.55 12 
38 177 2.73 14 
45 117 4.28 10 
51 82 3.69 14 
24 214 2.38 10 
20 116 1.41 14 
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for many of these issues during the 
recent past. It should be mentioned 


here that accumulation of such issue ff 


and attending price increases are justified 
if, and only if, the decline in gross has 
been arrested and retrievement of former 
gross incomes is in_ early prospett. 
Providing the turn has been reached and 
progressively increasing demand for util 
ity service takes place, the stocks o 
such companies would appear to pos 
sess speculative attraction. The large 
number of holding companies have at- 
tained rigid control of operating expense 
so that the major portion, probably % 
much as 80 per cent, of increase in gros 
would be passed along to the common 
stock at least during the initial period 
For purpose of illustration, let us assume 
that the year 1933 will witness a retum 
to 1930 gross income levels. Further 
that 80 per cent of the gain, using Junedh, 
1932, figures as a base, will be applied to 
common stock, and we arrive at tlt 
estimates of 1933 per share results 2 
Table Number IIT. 

While 1933 estimates may not b 
realized, as many variable factors elt 
into their determination, the compilatio 
clearly reveals the effects of the leverig 
principle and how it may be expected 
influence common stock earnings ot 
the turn has been reached. Comparili 
this table with the preceding one, 4 V@! 
direct relationship is found to &i 
between percentage gains in market pnt 
and potential earnings expansion. Stocks 
of companies in which the greatest lever 
age obtains have, in nearly every * 
stance, scored the largest gains 0° 
percentage basis. 
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HAT this country needs is a new 
WV one which will open 

new fields for labor and materials 
and provide the same impetus for recov- 
ey that has since been recognized in 
the railroad, automobile and radio in- 
dustries in their respective expansion 
wriods. Aviation, television and air- 
onditioning are in the forefront today 
asthe three possible ‘‘white hopes’”’ of a 
new era of prosperity, but it is the last 
mentioned which appears to hold largest 
pomise of far-reaching appeal. It is 


hot possible to foresee at this time a wide 


immediate acceptance of the airplane as 


_Mivehicle for private ownership and every- 


tay travel in the manner of an auto- 
mobile. Nor has television at the present 
time the surging potentialities of radio 


» Mbecause it is yet a supplement or a luxury 


attachment, and none but the experi- 
menter and the curious will consider it 
util it is practical and reasonably priced. 
Air-conditioning, however, requires no 
siper-salesman, for its benefits and com- 
fort have already been demonstrated in 
theatre and department store and now 
itis ready to pass out of the luxury class 
and join the ranks of the ever-increasing 
umber of necessities of everyday life. 
But will air-conditioning contribute to 
business recovery, and if so, which in- 
dustries and which stocks will be the 
thief beneficiaries? 


Scope of Air-Conditioning 


“Air-conditioning” as a term covers a 
multitude of methods, principles and 
lypes of equipment, although it has 
become popularly understood as the 
Means of cooling and refreshing air. 
Actually the scope of air-conditioning is 
quite broad and the potential buyer of 
‘quipment of this kind must first under- 
stand that only the most complex sys- 
tems accomplish all of the functions of 
‘conditioning while smaller types are 
aoe for the purpose of achieving 

one of two of the several services. 

© following tabulation best explains 
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the various phases of air-conditioning in 
hot and cold seasons of the year: 


SUMMER 


Cools air 
Reduces moisture 


WINTER 


Heats air 
Adds moisture 


—Washes, cleanses or filters air— 
—Removes bacteria, dust and odors— 
—Controls circulation of air— 


There are now on the market, types of 
equipment which will perform any and 
all of the above operations, ranging from 
the portable room humidifier to the mas- 
sive and complex air-conditioning system 
which is operated from a central plant 
in much the way as a heating plaat in a 
large building. Between these two ex- 
tremes there is a host of specialty ap- 
paratus including the cabinet type which 
ean be moved, the wall-installed and 
window-installed units which are built 
into the room, and several different kinds 
of equipment which are buili to service 
from a small dwelling to several thousand 
rooms. The most popular type of appa- 
ratus is that which automatically controls 
the humidity or moisture in the air. 
Such an apparatus does not conflict with 
the heating plant which already is in- 
stalled. In the future, however, the heat- 


‘ing unit and the humidifier will un- 


doubtedly become one, and new buildings 
will be equipped with a single unit which 
will provide all of the functions of air- 
conditioning. 

There have been many guesses and 
estimates as to the possibilities of air- 
conditioning as an industry with many 
reasons why. It can be estimated, for in- 
stance, that there are 30 million private 
homes. If each of these homes installed 
apparatus at an average cost of $500 per 
installation, it could be said that there is 
a potential market there for $15 billions 
of air-conditioning apparatus. Then con- 
sider the 210,000 large industrial plants 
of the country, each requiring an air- 
conditioning system at an average cost 
of $100,000. (The cost of installation in 
an industrial plant runs from $25,000 to 


. market. 


4 Air-Conditioning — 


New Industry 
and its Beneficiaries 


$1 million.) This would add another $21 
billions. And then add to this 25,000 
theatres at $50,000 each, 19,000 banks 
at $25,000 each, 10,000 department stores 
at $200,000 each and 5,000 Government 
buildings at $50,000 each, making a total 
of about $5 billions. These three sums, 
if added together, make a grand total of 
$41 billions, and this figure is not by any 
means all inclusive as to the potential 
market for air-conditioning equipment. 

The general comfort of air-conditioning 
is rather well appreciated, but the need 
for treating air is being made imperative 
by the numerous surveys which are being 
conducted in industry and business. It 
is being discovered that a slight change 
of humidity will save hundreds of tons 
of paper in printing plants, that bad 
odors which affect the health can be 
eliminated in the paint, chemical and 
drug trades, ‘hat the fine particles of 
dust in textile and rayon mills which 
cause lung diseases can be removed and 
that purest food, confections, beverages 
and tobacco can be prepared in air- 
conditioned plants. Several years of 
study have disclosed that air-condition- 
ing will cut in half the number of colds 
of office workers and clerical help. One 
bank alone paid for its equipment by the 
savings which resulted from the practical 
elimination of sickness among its staff. 
Theatre attendance has been doubled and 
trebled in summer months as has the 
number of customers in department stores 
using air-cooling systems of one kind or 
another. 


Three Principal Markets 


The scope of the market for air-treating 
apparatus can be better understood if it is 
classified as follows: 


I. INDUSTRIAL II. PUBLIC 
Candy kitchens Banks 
Canneries : Churches 
Chemical laboratori Department stores 
Coal mines Government buildings 
Drugs and perfumes Hotels 
Metal works Hospitals 
Paint works Museums 
Printing plants Office buildings 
Rayon mills Railroads 
Steel foundries Restaurants 
Textile mills Schools 
Tobacco factories Steamships 
Paper mills Theatres 


Ill. THE HOME 


The prospect that air-conditioning will 
be accepted by the public is unquestioned, 
and it now appears to be just a matter 
of sound merchandising and advertising 
before a good portion of the potential 
market is converted into an active 
Many industries will share in 
the market for air-conditioning equip- 
ment in indirect fashion. The following 

(Please turn to page 264) 
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ROSPECTS of chain grocery shares 

have appreciably brightened as a 

result of the extensive advance 
which has occurred in staple commodity 
prices during the past two months. While 
it is still somewhat premature to make 
definite predictions as to the future course 
of earnings, the outlook is distinctly more 
encouraging than at any time during the 
past two years. 

This conclusion is based on two impor- 
tant considerations. One is the impres- 
sive showing made by leading chain food 
retailing organizations in the first half of 
1932 in the faee of increasingly adverse 
conditions. The other is the fact that 
while the improvement in retail prices 
has not as yet assumed sufficiently broad 
proportions, the basic condition of most 
commodities is clearly much stronger and 
correspondingly more favorable to a sus- 
tained recovery in retail prices than in 
some time. 

Operating statements of nine promi- 
nent grocery chains for the first half of this 
year reveal that, in spite of a further sharp 
drop in food values and the further cur- 
tailment of public buying power resulting 
from increased unemployment, both sales 
and profits were generally maintained at 
relatively high levels. Also, that net 
profit ratios were not only well preserved 
but, in many instances, were actually in- 
creased. 


Sales Show Decline 


Aggregate sales of these nine corpora- 
tions for the half year totalled $412.7 
millions, and combined net profits were 
$10.8 millions. Total sales reported by 
the same group fer the corresponding 
period of 1931 were $439.5 millions and 
net profits $11.6 millions. Comparison 
of these respective totals is slightly 
favored by the fact that the Safeway 
results reflect operations of MacMarr 
Stores (acquired as of July 1, 1931) for 
1932 but not for 1931. Eliminating 
Safeway’s figures for the sake of a more 
direct comparison, total sales of the other 
eight chains indicate a collective decrease 
of 11.7 per cent and profits a reduction of 
15.7 per cent from the similar period of 
1931, as against a comparative decline in 
food prices averaging 16.8 per cent for the 
six months. 

Analysis of the individual results dis- 


By VICTOR J. OLEARO 


closes that while net earnings this year 
were in all cases under a year ago (with the 
exception of those of Safeway, which were 
larger on account of the MacMarr acquisi- 
tion) the composite net profit ratio was 
practically unchanged from the first half 
of 1931. Compared to the figure for the 
full year 1931 the ratio showed a sharp 
improvement. The percentage of profits 
to sales this year for the entire group 
figured at 2.63 per cent. In the same 
period of 1931 it was 2.64 per cent. The 
average ratio for the same companies for 
the full calendar year 1931 was approxi- 
mately 2.43 per cent. 

These results are indicative of the re- 
sourcefulness of chain grocery manage- 
ments and furnish proof of their ability 
not only in adjusting operations in line 
with changed conditions but also in 
counteracting the operation of these same 
conditions to their advantage. Grocery 
executives took advantage of each suc- 
cessive price decline by featuring special 
sales stressing the price factor. This 
practice kept stocks moving at a brisk 
pace and at the same time built up a 
bigger consumer patronage. 

Operating expenses were further re- 
duced; unprofitable and low volume 
stores which were proving a burden on 
more profitable units were either elimin- 
ated or combined into larger units. Ex- 
piring leases were renewed at substan- 
tially lower rentals. The fact that grocery 
chains typically operate on a one or two 
year lease basis, with renewal options, 
places them in an uncommonly flexible 
position in this important respect. It 
affords them with comparatively prompt 
opportunities to readjust rent expense. 

Larger gross margins also proved a 
great aid in offsetting the effects of re- 
duced dollar sales. In this grocery 
chains were favored by the existence of a 
buyer’s market. Also, by accelerating 
turnover, inventory losses were reduced to 
a minimum. 

So far as financial positions are con- 
cerned the statements of leading grocery 
chains were equally as impressive as their 
operating accounts. Kroger Grocery, for 
example, between January 2 and June 18, 
1932, increased its cash by nearly $1.5 
million, reduced its inventories, and ended 


the period free of bank debt. Safey, 
Stores, while increasing cash oan, 
moderately, liquidated the entire si 
million of bank loans and notes Payabl 
outstanding at the end of 193]. Othe 
companies reported equally strong 
better positions on June 30, 1932, thay 
at the close of the 1931 fiscal year, 

The sharp rise in the price of agricul. 
tural, live stock, dairy and other staple 
food commodities has already found q, 
pression in materially higher prices for 
corresponding or derivative items Sold in 
retail stores. Two reasons may he ad 
vanced for this prompt communicatia 
of effect. The first is the rapid tumoy 
of such products in chain grocery ston 
The second is the direct price relations 
which exists between the so-called my 
and the retail form of these products, dy 
to the fact that many food articles a 
sold in the stores in their original g 
closely equivalent form of producti, 
In other words, an increase of 10 per cen 
in the wholesale price of eggs, for exampk 
would result almost immediately in 
increase of approximately like extent iy 
the retail price. The same would not 
true, however, where the cost of ny 
material going into a manufactured artic 
is relatively unimportant in proportioy 
to the total cost of manufacturing, 


Profit Margin Prospects 


Any expansion of dollar sales by virtu 
of a sustained retail price advance woul 
conceivably be reflected in a similar 
perhaps greater percentage enlargemea 
of dollar gross profit. (It is possible thal 
gross profit ratio might be affected by 
lowered markup on certain items resulting 
from the higher prices, but an offsetting 
factor to this would be the inventoy 
adjustments spared by an advanciyg 
price trend.) Operating expenses woil 
obviously not increase in a correspondiy 
measure, as the physical volume of bus 
ness in the circumstance is the same. {i 
course, larger dollar sales might inv 
increased expenses of a flexible natu 
such as managers’ commissions, tat) 
insurance and advertising, but such il 
portant items as rent, administratir 
salaries and wages would remain jm 
tically unchanged. It is therefore qu 
safe to conclude that the greater partl 

(Please turn to page 259) 


STATISTICAL HIGHLIGHTS OF LEADING GROCERY CHAIN 


es 
1931 
Three Ciphers Omitted: 
$104,589 
119,736 
69,490 


Safeway Stores 
Kroger Grocery 
American Stores 


Grand Union 
Dominion Stores 
Jewel Tea 


Net Profits 
After Taxes 
1932 1931 


Ratio Net 
to Sales 
32 1931 


1.91% 
1.93 


e—Partly. estimated. 
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$11,625 2.63% 2.64% 


Semi- 
annual 

Dividend ing 
Earned per at Price at 
ShareCommon Current Sep. 8 
1932 1931 1932 


$2.79 
0.74 | 
1.96 
2.69 


Close Anni 


#—Adjusted to semi-annual calendar basis for comparative purposes. x—Partly extra. 
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2'729 4.27 3.92 1.87 x 1.25 34 the 
First Nat. Stores#....... 51,199 53,728 2,335 2,387 4.56 4.44 2.73 1.25 53 
es National Tea........... 31,952 36,639 241 389 0.75 1.06 0.32 0.51 0.30 9 oi 
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15,234 17,371 415 525 2.72 3.00 0.62 1.00 9 ‘i tal 
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in 


feway 
Avable 
Othe 
Ng 
thay 
gricil. 
Staple 
nd ¢y. 
0g for 
sold ip 
be al. 
Cation 
rnover 
Stores, 
Onship 
ts, due 
les are 
nal 
uction, 
er cent 
ample, 
in a 
tent in 
not be 
of ray 
artic 
Dortion 


DRL 


the depression has very appar- 

ently been exploded. It was only 
afew weeks ago when the theory that the 
public had no money left with which to 
evidence interest in the markets was gen- 
erally accepted as sufficient reason why 
stocks could not go up. But stocks did 
go up. In their advance they have ex- 
geeded the forecasts made by even the 
most enthusiastic optimists. What has 
been most confusing to the doubters is 
to see the market stage such an advance 
without a proportionate increase in 
broker’s loans. This leads to a line of 
false reasoning that explains the apprecia- 
tion as due entirely to manipulation and 
the operations of floor traders. These 
also can find a weakened structure under- 
lying the market without having evidence 
of public participation, for no market can 
thrive unless public buying will support 
it. But this one has thrived and, con- 
trary to a misconceived theory, the public 
has participated to a very marked degree. 


tie of the pet delusions of 


Cash Purchases 


The recent report on broker’s loans by 
the New York Stock Exchange, showing 
an increase of $90 millions from August 
1 to September 1, is flaunted by market 
commentators as disputing the theory 
that cash purchases were a major influ- 
ence in the market rise. If this $90 
million increase in loans represented 
nothing other than straight borrowing 
for margin accounts it would still be less 
than 0.8 per cent of the market rise. But 
there is more to lack of agreement be- 
tween the weekly Federal Reserve figures 
and those reported each month by the 
Exchange. The Exchange report covers 
loans made to members only. The Fed- 
eral Reserve figures include loans made to 
brokers and dealers by the member 
banks and include all loans whether or 
not the borrower is a member of the 
New York Stock Exchange. Ordinar- 

y there is a close relationship between 

© two sets of figures, and it was not 
until the hectic days of May, 1932, that 
‘noted change took place. The following 
table shows the nearest corresponding 
dates of the weekly Federal Reserve 
reports to the monthly statement of the 

Xchange, and shows just when this dis- 
crepancy entered. (Loan totals are shown 

millions of dollars) : 
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AAA 
Federal Reserve $tock Exchange 
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No official explanation was forthecom- 
ing as to the discrepancy between the 
two sets of figures on May 1 (after in- 
quiry at both the Exchange and the 
Federal Reserve), but it was at about that 
time that serious difficulties arose for 
the security affiliates of certain public 
utilities. If such loans and the amount 
of said loans were previously carried by 
Exchange members or through them, 
they would fall into the Exchange total. 
The banks were apparently still carrying 
the same approximate total of loans ex- 
cept that a portion of them were then 
credited to dealers instead of to brokers. 
The two sets of loan figures have been 
restored to their normal relationship. 
The $90 million increase reported is not 
an increase at all, but a transfer of ac- 
counts. So far as the loans are employed 
in endeavoring to trace the force behind 
this market rise, one might better use the 
Federal Reserve figures which were $342 
millions on June 29 before the rise got 
under way and which for August 31 were 
$345 millions, practically no change. 

In the months of July and August, 
stocks on the New York Stock Exchange 
alone added twelve thousand million dol- 
lars to their quoted value. The holders 
of these securities have been enriched, if 
only on paper, by $12.2 billions. With 
this huge building of wealth the public 
is borrowing no more money than was 
employed in earrying their securities on 
July 1 when stocks were worth $15.6 
billions against the $27.8 billions two 
months later. The average price of the 
1,315 millions of listed shares on July 1 
was $11.89 a share, which has since been 
enhanced to $21.18 a share. Another 
way of putting it is to state that John 
Jones had one hundred shares of XYZ 
stock on July 1 that was worth $1,189 
and that in two months its value had in- 
creased to $2,050. If all the John Joneses 
had simply held their stocks without any 
change or trade there would have been 
no market and accordingly no advance 


in price. Stocks did change hands in the 
past two months—105,706,488 shares 
were turned over. If John Jones sold his 
stock to Sam Smith for $1,400 and the 
new owner did not increase his borrowings 
over those that John Jones had utilized, 
then Sam Smith had to put into his pur- 
chase an additional $211. If, then, Sam 
Smith sells out to George Gain for $2,118 
without the latter altering the extent of 
loans, it means that $718 more had to be 
injected to support the higher purchase 
price. In total, $929 has been injected 
into this symbolical stock in order to 
allow for the enhancement in price with- 
out an increase in the broker’s loans. 


No New Money 


Because the total stock advance has 
amounted to $12 billions, it does not fol- 
low that that amount of money has come 
into the market, for the value of the bulk 
of the shares has advanced without their 
ever being traded. In fact, the 105.7 
million shares that. were turned over in 
these two months represent only slightly 
more than 8 per cent of the total listed 
shares. If all of these shares could be 
regarded as straight purchases and sales, 
the average enhancement in price of 
$9.29 a share would indicate over a bil- 
lion dollars put up in supporting the 
higher price structure attained by the 
market. While it is impossible accurately 
to determine what portion of these sales 
represented actual purchases as against 
the turnover in floor trading and in-and- 
out transactions, after taking a glance at 
the transfer sheets of some of the more ac- 
tive issues, it appears safe to estimate that 
at least half of this volume can be credited 
to public purchasing. Granting this 
premise it then appears that the Jones’, 
Smiths’ and Gains’ have marshalled 
about a half a billion of purchasing power 
whose foree has been largely responsible 
for the market retaining its strong under- 
lying position in the face of such an 
extended advance. 

It need hardly be argued that despite 
the losses that have been prevalent in the 
past three years, there has been a steady 
but slow accumulation of wealth among 
our people, who in the big majority are 
still gainfully employed. The need for 
discouraging the hoarding movement is 
substantiating evidence that latent pur- 

(Please turn to page 258) 
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THE WEEK IN BONDS 


1930 1931 1932 


POSITION OF THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 
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the end of the period of summer 

dullness and the beginning of 
fall improvement in the bond market as 
well as in many lines of general business 
activity. However, the current year has 
upset tradition in this respect, as in many 
others. Both in the new issues market 
and on the security exchanges, the in- 
ereased activity during August gave the 
month many of the characteristics of the 
traditional September. The record for 
August on the New York Stock Exchange 
and the New York Curb shows a volume 
of turnover which would do credit to the 
busiest season. The month’s dealings 
on the Stock Exchange totaled over 
$344 millions par value, an increase of 
$100 millions over July and $155 millions 
over August, 1931. 

If, in September, the turnover on the 
exchanges and the volume of new offer- 
ings does not fall below August levels, 
this could be regarded as a very satisfac- 
tory showing. In view of the very rapid 


Pen DAY traditionally marks 


Edited by GEORGE H. 


advances during August, it seems quite 
possible that the current month may 
witness a fairly substantial reaction, or 
at least a period of irregularity during 
which the market could consolidate its 
August gains. 

The fundamental credit situation con- 
tinues to favor a strong market for high 
grade investment bonds. The success of 
the conversion of the huge British war- 
loan issue, and the recent unofficial but 
apparently well-founded reports that 
France will undertake a similar conver- 
sion of high coupon bonds into a new issue 
with a materially lower interest rate, are 
important barometric indications. These 
conversions are effected by call for re- 
demption of the high coupon bonds 
coupled with an offer to holders of an 
exchange for a new low coupon issue. 
Approximately 88 per cent of the holders 
of the British war loan assented to the 
eonversion, which is regarded as a re- 
markably good showing. 

If the market for long term U. 8. Gov- 


DIMON 


ernment bonds should show moderate im- 
provement, a similar operation will prob- 
ably be carried out to retire the First and 
Fourth Liberty 414s some time within 
the next 12 months. The First Liberty 
414s are now callable; the Fourth Liberty 
414s become callable October 15, 1933. 
However, the reluctance of the market to 
absorb new governments of longer than 
medium term and the advisability of 
holding down the already unwieldy short- 
term debt will probably result in post- 
ponement of redemption of the First 
4\4s for several months. The September 
15 Treasury financing, consisting of $750 
millions five-year 314s and $400 millions 
one-year 114s, showed a trend toward 
longer term issues. The August 1 finane- 
ing consisted of four-year and two-year 
notes. However, an issue of ten years or 
longer maturity, bearing a coupon of less 
than 31% per cent, would probably have 
indifferent success in the absence of 
definite improvement in the long tem 
government bond market. 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 
than $1,000,000 are not included) 


Name of Issue 


St. Louis County, Mo 
Utica, N. Y 


BONDS CALLED THIS WEEK 


(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) 


Name of Issue 


Dominion Glass Co., Ltd................ 


Osram G. m. 


Amount Interest Offering Yield or 
Offered ate Price Basis 
$2,500,000 M.&S. 6.00 
1,500,000 JI. 4.10-4.15 
1,000,000 M.&S8S., 4.00-4.10 
1,000,000 ...... ‘ 1.95 
Call Date 
Amount Price Payable 
$71,100 110 Dec. 2, 1932 
131,700 105 Dec 1, 1932 
119,000 100 Dec. 1, 1932 


Nore. Coupon paying agents or trustees will supply complete lists of bond numbers called for redemption. 
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4American Rolling Mill — 


Attractive 
Steel Specialty 


€. 


to a lesser extent business itself, 

have provided some basis for 
hope that the worst depths of the de- 
pression have been left behind us, an in- 
creasing number of common stock in- 
vestors are looking for exceptionally 
promising situations among industrial 
companies for the purpose of sharing to 
the greatest extent possible in the 
benefits of the recovery period that ap- 
pears to lie ahead. 

With this objective and premise as a 
basis of selection, there are certain general 
considerations which may be used as 
criteria of the relative attractiveness of 
different issues or groups of issues. One 
of the most important requisites, if not 
the most important one, is that the com- 
pany must be well established in one of 
our fundamental industries which will 
without question participate in the 
broad movement of business recovery. 
An industry identified with producers 
goods rather than consumers goods would 
be preferable since it is in this type of 
industry that we find the widest swings 
in the business cycle. As a corollary, it 
need hardly be stated that the company 
should have adequate financial resources 
to assure that its participation in the re- 
covery will not be handicapped by lack 
of liquid assets. 


Ne that the security markets, and 


The Leverage Factor 


In addition to thus providing an at- 
tractive background of substantial im- 
provement in operating revenues in the 
upward movement of the cycle, it may 
also be possible further to enhance the 
attractiveness of the commitment through 
the factor of leverage due to the existence 
of substantial (but not dangerously ex- 
cessive) senior capitalization, whereby a 
moderate percentage gain in net operating 
revenues will be transmuted into a much 
greater percentage gain in net applicable 
to the junior shares. (The manner in 
which such leverage exerts a powerful 
Influence upon common stock earnings 
Was thoroughly discussed and exemplified 
in the April 20, 1932, issue of TuE 

INANCIAL WORLD.) 

In the case of the American Rolling 
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BAILEY 
Editorial Staff, Tar Financtan WoRLD 


Mill Company there is combined the fore- 
going considerations of industry back- 
ground and leverage factor, and in addi- 
tion to these a substantial potentiality of 
much greater profits through leadership 
in the development of new processes and 
products. 

Armco, as the company is familiarly 
known, has established itself as the lead- 
ing factor in the manufacture of high 
grade iron and steel sheets. Within this 
field it offers widely diversified lines, used 
by the automobile industry, by the elec- 
trical industry for transformers and 
other purposes, by the railroads and 
aviation companies, and in a multitude of 
ways by the various branches of the con- 
struction industry. 


Future Royalty Income 


It has a long record of profitable opera- 
tions and dividends, the highest point of 
earnings having been reached in 1929 
with $4.24 a share reported. Although 
this figure was considerably higher than 
the ten-year average it gave practically 
no reflection to profits that are expected 
to accrue from the continuous rolling 
process developed by Armco and licensed 
on a royalty basis to all of the major steel 
producers except Bethlehem. It is only 
since 1929 that the company has used the 
process commercially in its own plants, 
and the lower costs of the new method 
have not yet had the benefit of quantity 
production to demonstrate their po- 
tential effect upon profits. 

The major outlet for Armco’s products 
is the automotive industry, and recovery 
of activity in that field will probably 
provide the greatest single impetus to 
earnings of Armco over the coming six 
months or year. Increasing demand from 
its other channels of distribution will also 
be of benefit, and royalties from the con- 
tinuous rolling process should also in- 
crease as recovery progresses. 

Armco has been pioneering in the field 
of steel dwellings and an experimental 
house is now being completed in a suburb 
of Cleveland. This structure will com- 
pare favorably in cost with similar 
wooden frame houses; and the experience 
gained in its erection, together with the 


possibility of quantity production of the 
constituent steel parts, lends every hope 
that such dwellings will find ready ae- 
ceptance at lower prices than can be met 
for comparable wooden houses under 
present wasteful conditions and high 
labor costs prevailing in this field. 

Other special developments and prod- 
ucts are in the laboratory stage and give 
promise of commercial fulfillment in the 
coming months and years. An example 
of the achievement of this most im- 
portant research department of the com- 
pany was the recent announcement of a 
new enameling iron which enables a 
closer bond between the enamel and the 
iron, thus giving greater resistance to 
chipping and flaking and decreasing the 
cull and rejection losses which are large in 
enameling. 

The leverage factor favoring the com- 
mon stock in a period of recovery de- 
pends upon the existence in the capital 
structure of funded debt to the amount 
of about $43.6 millions, and a small 
amount of preferred stock of about $2 
millions par value. Common stock and 
surplus represent about $63 millions, or 
about 58 per cent of the company’s indi- 
eated earning assets. 


Armco’s Bond Maturity 


Financial position has been well main- 
tained through the depression, as indi- 
cated by current assets on June 30, 1932, 
of $28.4 millions, compared with current 
liabilities of $2.6 millions. About $15 
millions of the funded debt matures on 
November 1, 1933, and opviously will 
not be met out of the company’s liquid 
capital. Further business recession and 
another credit crisis could make it dif- 
ficult to handle this preblem and might 
force sale of one of the company’s prop- 
erties; but with signs pointing more and 
more toward business improvement over 
the coming year there is little reason for 
apprehension over this maturity. 

Armco common stock has advanced 
substantially from its low price for the 
year, but in view of the future poten- 
tialities of the situation it still offers 
attractive long range speculative possi- 
bilities. 
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AMONG 


AND 
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BEARS 


These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Adams-Millis 4 “B” 


In contrast with the enthusiastic price 
recovery of most other hosiery manufac- 
turers, Adams-Millis has been a laggard, 
and the reason has become apparent with 
the publication of the earnings for the 
first six months of the year, net income 
dropping from the equivalent of $2.49 
per share a year ago to 47 cents, thus fall- 
ing 53 cents short of earning one-half 
the necessary amount for payment of the 
present $2 annual dividend. Despite 
this shrinkage in earnings, the company 
has been able to maintain a strong 
financial position with cash and market- 
able securities of $1.5 million included in 
total current assets of $2.3 millions. With 
eash almost the equivalent of $10 a share, 
eurrent liabilities are less than $1 a share. 
Although the dividend appears none too 
secure, aN improvement in earnings will 
be required to justify the current price, 
and it is necessary to anticipate increas- 
ingly keen competition forthcoming from 
the non-run hosiery development of 
other companies. 


AMERICAN SNUFF and other manu- 
facturers of the powdered tobacco have re- 
flected strength in cotton prices because the 
bulk of their patronage comes from the 
Southern States. 


Archer-Daniels Midland4 “C+” 


The recent strength in Archer-Daniels 
Midland is supported bythe favorable 
earnings showing made for the year 
ended June 30, when $1.17 a share was 
credited to the common stock. Having 
reported 87 cents a share in the first 
nine months of the fiseal year, this repre- 
sents earnings at the rate of 30 cents a 
share for the last quarter, or slightly 
better on the average than the year’s 
showing would suggest. An improved 
financial position accompanied the better 
earnings showing with cash and equivalent 
now exceeding $3 millions as against $2.8 
millions a year ago, almost four times 
eurrent liabilities of $779,060. Being 
one of the few companies to restore 
dividends last year, the present yield of 
nearly 7 per cent cannot be considered 
unattractive in facing the prospects of 
further improvement in business. 


ATLANTIC REFINING is expected 
to earn close to $1.50 a share in the third 
quarter, which together with $1.02 and 16 
cents respectively in the second and first 
quarters, should, if this improvement con- 
tinues, mean around $4 a share for the 
full year. ; 


Auburn Auto 4 “C+” 


The erratic market showing of this 
speculative favorite during the recent rise 
has set many rumors afloat involving 
both the operations of the company and 
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the plans of the former operators in the 
stock. There is no disputing the fact 
that the business of the company this 
year is not what it was a year ago, with 
estimated production for the first seven 
months at 11,900 units as against 30,100 
units for the same period of 1931. Where- 
as the company had earnings of over $11 
a share in the first six months of last year, 
it had a deficit of 68 cents a share in the 
same period this year; notwithstanding 
this fact the regular quarterly dividend 
of $1 in cash and 2 per cent in stock has 
been declared. The sizeable short position 
in the issue was not disconcerted by this 
generous action, although it is subject to 
prompting a sharp spurt in price should 
the technical position become over- 
crowded. 


BORDEN and other dairy leaders are in 
line for higher milk prices because of 
restrictions being placed upon the loose 
product, and the termination of under- 
selling and price cutting. 


Butterick 4 = 


After earning only 3 cents a share in the 
first quarter of this year, Butterick 
reports earnings equivalent to 73 cents a 
share for the six months ended June 30, 
representing 70 cents a share earned in the 
second quarter. While this improvement 
goes far and fast, it does not compare 
favorably with the $1.36 earned in the 
second quarter last year. Representing a 
turn in the right direction, however, 
the stock appears entitled to the recovery 
staged from recent low prices and if this 
earnings pace can be maintained the 
issue should earn nearly one-half as much 
this year as it is presently selling for. 


CANADIAN PACIFIC’S gross earnings 
registered the first increase this year over 
the corresponding 1931 period when in the 
fourth week of August a gain of $19,000 
was shown. 


Colonial Beacon Oil 4 i 


Another of the oil companies reflects the 
improvement in the industry with Colon- 
ial Beacon (controlled by Standard Oil 
of New Jersey) reporting a loss of only 
$254,904 in the second quarter compared 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


Adams-Millis.........B+toB 
Pillsbury Flour........ B toC+ 


with a net loss of $865,902 in the first 
quarter, and a net loss of $859,009 in the 
June quarter of last year. Under the 
guiding and paternal hand of the oil 
giant, the marketing position of this cop. 
trolled company is being gradually 
improved with new products and aggre. 
sive advertising. 


CORN PRODUCTS is im a position tp 
have made more money from the advance 
in market prices of its security holdings 
recently than from the regular manufactur. 
ing operations of the company. 


Crex Carpet 4 
No great surprise was occasioned by the 
action of the New York Stock Exchange 
in suspending trading in the common 
stock of Crex Carpet. Every so often this 
issue, because of its small number of 
shares, had enticed manipulators to take a 
fling at it and jump the price without 
either hope or prospect of improved 
earnings or financial position for the 
company. Less than 30,000 shares of the 
stock are outstanding, and from a low of 
$10 it was quickly marked up to above 
$26 a share. It was generally recognized 
that a short interest was locked in the 
stock and was being forced to cover at 
high prices in violation of the require 
ment that a free and open market be 
maintained. Earlier this year the com- 
pany was able to strengthen its financial 
position through the sale of one of its 
plants, but being bare of any real pros- 
pects of improved earnings these high 
prices appear unjustified and created 
only by way of manipulative operations. 


DELAWARE & HUDSON is credited 
with substantially increasing its portfolio 
at recent low prices with special favor being 
shown to New York Central. 


Fox Film 4 


A net loss of slightly over $4 millions 
reported by Fox Film, is before settlement 
of old contracts and foreign exchange 
adjustments, which bring the total net 
loss carried to surplus to $4.7 millions 
for the twenty-six weeks ended June 25. 
Total income from all sources shows the 
distressing effects of the unsettled realty 
situation besides a poor film year, for the 
income from sales and rents dropped 
from $47.9 millions to $34.8 millions and 
where last year there was a half a million 
dollar credit from dividends from invest 
ments, this item was nil for the most 
recent period. Expenses have been cut 
sharply, with $34.4 millions comparing 
with $42.7 millions last year. Although 
an improvement in general business ¢0l- 
ditions might justify a part of the 40 
per cent advance in price registered by 
this issue, the above showing is certainly 
not one about which to become enthusia® 
tic with losses continuing to mount. 


THE FINANCIAL WORLD 


ant 
tiv! 
nb 
bot 
leas 
has 
pol 
ing 
rec 
whi 
on 
Gor 
con 
Cor 
not 
HE 
din 
def 
firs 
hav 
rea 
mai 
The 
the 
iy 
wa 
cut 
une 
con 
wel 
sid 
ing 
vit 
up 
Con 
of. 
pre 


oT 


D 


GENERAL MOTORS is expected to make 
q more satisfying report of operations for 
August than was the case for the months 


preceding. 
Goodrich Rubber 4 


With a general advance in tire prices 
anticipated for the near future, specula- 
tive attention has been directed to the 
rubber stocks. The improvement in 
hoth rubber and cotton prices should at 
least counteract the inventory losses it 
has been necessary to take up to this 
point. B. F. Goodrich has been adjust- 
ing itself to conditions in the industry 
and has recently sold its holdings of Hood 
Rubber Company. In disposing of the 
controlling common stock, Goodrich 
received cumulative preference stock 
which is convertible after 1937. Arrange- 
ments have been made to allow Hood 
Rubber to continue to manufacture 
Goodrich Brand footwear and in further- 
ing these activities a merger has been 
consummated with the Superior Footwear 
Company. Other than these changes, a 
marked improvement has recently been 
noted in the replacement demand for new 
tires, where a large potential market has 
been building up. 


HERCULES POWDER has reduced the 
dividend to $1.50 annually from $2 with a 
deficit of 16 cents a share reported for the 
first siz months. 


International Shoe 4 “C4” 


The recent fight staged by the factions 
operating in International Shoe might 
have seen a more definite decision 
reached in favor of the shorts if the general 
market advance had not interrupted. 
Those committed to the short side in 
the stock had their innings in the few 
days of decline that followed the attempt 
to hold the stock up in price in defiance 
of the general downswing of prices. It 
was no secret that earnings had been 


ut in half and that the $3 dividend was 


wearned, and in final recognition of the 
conditions the directors of the company 
were prompted to reduce the dividend 
toa $2 annual basis. This must be con- 
sidered a generous rate in view of earn- 
ings of only 83 cents for the half year, 
with continuance dependent upon a pick- 
upin the remaining months of the year. 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
I...... Sound Bonds 
Il.... Sound Preferreds ....25 
Ill. . Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


KROGER GROCERY is having returned 
to it the stock and cash that former execu- 
tives paid to themselves illegally. 


Libby-Owens-Ford 4 “C” 


As a preliminary to stepping up opera- 
tions in anticipation of a pick-up in the 
automobile trade in the coming months, 
Libby-Owens-Ford has been recalling 
some of its foremen and working forces. 
Although business has been slow, the 
company’s inventories could not stand 
any good sized withdrawals, and it is 
planned to build up its plate and safety 
glass stocks. It has not been decided yet 
how many of the sixteen furnaces will be 
placed in operation; this will be governed 
by the demands of the trade as they 
reach the period of bringing out new 
year-end models. The stock is one re- 
maining in the low-priced division that 
holds possibilities once the motor in- 
dustry gets into normal strides, especia!ly 
in its improved position since taking over 
Triplex. 


MANHATTAN RAILWAYS has fol- 
lowed the I. R. T. into receivership with its 
$114 millions of assets comprising the 
elevated system leased to I. R. T. under a 
999 year contract. 


South Porto Rico Sugar 4 = 


Improved sugar prices, with the company 
favored by a two-cent differential in 
tariffs and a bumper crop, were appar- 
ently reasons enough for the directors of 
South Porto Rico Sugar to take a promis- 


ing view of the future and declare a 
dividend of 40 cens a share on the 
common after a suspension of payments 
since the second quaiter of 1931. Puerto 
Rican production for the harvesting 
season just completed is estimated at 
around 890,000 long tons, a record crop 
and comparing with 703,310 tons last 
year. Earnings are understood to be pro- 
portionately improved and to exceed the 
1930 year, when $1.49 a share was 
earned, and the $1.20 earned last year. 


UNITED AIRCRAFT soared to new 
high prices for the year after the announce- 
ment that 60,000 shares of the preferred 
had been retired. 


Wesson Oil 4 “C+” 


A combination of factors has been re- 
sponsible for Wesson Oil & Snowdrift ad- 
vancing to new high prices for the year. 
The company, one that must necessarily 
maintain a heavy inventory position, has 
recently expanded its holdings to record 
proportions at the lowest costs on record. 
Having reported only 32 cents a share 
for the nine months ended May 31, the 
statement of the president came as a 
satisfying surprise when he announced 
that for the fiscal year ended August 
31 earnings would fully cover dividends 
on both preferred and common stocks. 
The recent advance in cottonseed oil has 
more than covered the inventory charge- 
offs of the past three quarters. The 
company has no funded debt and enjoys 
the position of having $25.8 millions of 
current assets against only $2.2 millions 
of current liabilities. The food and 
package goods divisions have been hard 
hit by the slashing of butter prices in 
recent months, and the dropping off of 
tonnage sales and price cuts in the soap 
division have dwarfed earnings, with 
$1.50 a share earned in the first nine 
months of last year against the 32 cents 
shown in the recent report. Showing the 
dividend of $1 earned will not make an 
unfavorable comparison with the $1.86 
earned a year ago considering the trying 
conditions met with in the period. 


WRIGLEY is already showing profits on 
the cotton commitments accepted in pay- 
ment for its own products. 


THE FINANCIAL WORLD'S 


CORPORATE EARNINGS BAROMETER 


Current Future 
Earnings Earnings 
Compared Compared 
With a With 
Year Ago Present 


@Amusements 


CAutomobile, Passenger 
Automobile,Commercial 
Chemicals 
28 
Equipment... . 
Fertilizer... 


Nore: No changes from last week. 


Current Future 
Earnings Earnings 
Compared 
With a With 
Year Ago Present 


Elecirical Equipment 
Food Companies ..... 
Leather and Shoes... .B 
@Machinery and Tools . .B 
4 Office Equipment . 
Public Utilities . . 


Current Future 
Earnings Earnings 
Compared Compared 
With a With 
Year Ago Present 


(Railroads ..........0° 
{Railroad Equipment. . b 
QTire and Rubber... . 


@ Seasonal trend. 


be EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future presentations will 


as warranted by developments. The left hand indicator shows by its 


of corporate earni 
present as a base. 


his indicator attempts to answer the question, how w 


Pari above or below horizontal (or neutral), the current status 
s as compared with their respective positions one year ane. he right hand indicator is a forecast of future earnings, using the 
ill conditions in the near term future compare with the present? 
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Stocks 


Senior Rank 


I. No prior funded obligations. 
II. Strong financially and industrially. 
III. Good earnings and dividend record. 


By RALPH E. BACH 
Research Editor, 
THE FINANCIAL WORLD 


demarcation between the status 

of a preferred stock and a bond, 
the first representing an ownership rela- 
tion and the second an evidence of a 
debt, there are a number of corporations 
which have no funded debts and whose 
preferred stocks, therefore, rank as senior 
obligations in their capital structures. 
In the endeavor to select issues of merit 
in this category attention must be cen- 
tered on the industrial group, inasmuch 
as there are practically no rail or utility 
preferreds which are not preceded by 
funded obligations. For all practical 
purposes the preferred stocks of well- 
established and growing companies which 
have been able to earn their dividend 
requirements by a comfortable margin 
over a period of years are, from an in- 
vestment standpoint, preferable to the 
bonds of less favorably situated units 
and in such eases the legal distinction 
between the two classes of obligations 
is often of little significance. The group 
of four preferred stocks herein outlined 
has been carefully chosen from a list of 
sound issues with no funded obligations 
preceding them and appear suitable for 
the investor who is desirous of avoiding 
an undue risk factor and at the same time 
securing a fairly liberal income return. 


there exists a sharp 


4 Diamonp Marcu is a dominant factor 
in the American match industry and 
bears no relation to the various Kreuger 
enterprises. Operations include, in addi- 
tion to the domestic manufacture and 
sale of matches, general timber and lum- 
ber activities, manufacture of lumber 
products, paper products, match-making 
machinery and investments in other en- 
terprises. Match operations are well 
integrated, including almost every ac- 
tivity from cutting of own timber to dis- 
tribution to jobbers. Although match 
consumption in the United States has 
remained fairly stable for many years, 
competition for the available business 
has become increasingly keen both from 
domestic and foreign sources with the 
result that a number of the smaller com- 
panies have been foreed to suspend 
operations. Production capacity is con- 
siderably in excess of the domestic de- 
mand, facilities of Diamond Match, 
alone, being ample to supply the entire 
domestic demand. In spite of keen com- 
petitive conditions, Diamond Match by 
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virtue of its established leadership and 
aggressive merchandising policies has 
been able to maintain its position in a 
satisfactory manner and earnings have 
displayed a fairly high degree of stability 
although general business conditions in 
the last few years have caused a moderate 
decline in net revenues. 

For the first half of the current year 
net income approximated $1.1 million 
as compared with $1.3 million in the 
similar 1931 period. Earnings in the first 
half year were equal to $1.75 per share on 
627,100 shares of 6 per cent cumulative 
participating preferred stock ($25 par 
value). The latter issue is entitled to 
cumulative dividends of $1.50 per share 
annually and participates with the com- 
mon in any additional distribution to a 
total amount of 50 cents after the com- 
mon has received $1.50. Prospects for 
participating in any extras are rather 
remote at this time, but on the basis of 
the regular dividend the preferred re- 
turns a yield of approximately 6 per cent. 


4 GENERAL Mitts had the distinction of 
reporting improved earnings for the 
fiscal year ended May 31, 1932 as against 
the preceding fiseal period, net income of 
$3.89 millions comparing with $3.86 
millions. Although gross volume of busi- 
ness showed a decline of 29 per cent, 
lower grain prices accounted for a large 
part of the decrease in dollar sales while 
an improved margin of profit and in- 
creased sales of packaged products con- 
tributed substantially to the company’s 
better showing. Operations were un- 
affected by the drastic decline in the 
price of wheat during the year since 
virtually all wheat and flour transactions 
are protected by hedges. Preferred stock 
is outstanding in the amount of 226,664 
shares on which earnings in the latest 


fiscal period were equal to $17.17 pe 
share. The issue is entitled to cumula. 
tive dividends of $6 per share annually 
and is callable at 115. At current levels 
it is selling to yield 6.4 per cent. 


4 Hersuey after attaining 
peak earnings in 1931 through the pm- 
cess of offsetting sales losses by the 
introduction of operating economies, 
finally reached a point where it was 
impossible to overcome the cumulative 
effects of curtailed purchasing power by 
further economies in operation and as a 
consequence earnings in the half-year 
showed a substantial contraction from 
those of the similar 1931 period. Earn- 
ings were equivalent to $10.57 per share 
of convertible preference stock as com- 
pared with $16.08 a share, but despite the 
decline in net income, results were ample 
for dividend requirements on this issue. 
Recent improvement in cocoa and sugar 
prices have added substantially to the 
value of inventories, which were carried 
at the mid-year at $6.6 millions and 
should aid the company’s showing in the 
latter half of the year. Earnings over a 
period of years have shown a gratifying 
expansion and a resumption of the up- 
ward trend should be experienced with 
an improvement in general business con- 
ditions. The preference stock is entitled 
to regular dividends of $4 per share 
annually and an extra $1 in any year in 
which a distribution is made on the com- 
mon. This issue is also convertible into 
the common on a one-for-two basis. At 
current levels the preference stock affords 
a yield of 6.7 per cent on the regular and 
extra dividends. 


4 Maruieson ALKALI is one of the larg- 
est producers of caustic soda and soda 
ash and derivative products, which find a 
wide utilization among basic industries, 
and consequently earnings results reflect 
the general state of business conditions. 
However, throughout the period of de 
clining business activity of the past sev- 
eral years, the company has made 4 
relatively favorable showing and earl- 
ings should reflect almost immediately 
an improving trend of business activity. 
The company has maintained a strong 
financial position, and profits in the first 
half of the current year were equal to 
$17.16 per share on 24,610 shares of pre 
ferred stock, indicating ample coverage 
for this issue, which is entitled to cumula- 
tive dividends of $7 per share annually. 
The issue ‘s on-callable and is currently 
quoted to yield approximately 7.2 pe 
cent. 
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COLUMN 


himself in a metaphorical flight in 

describing the progress the coun- 
try already has made in checking the de- 
vastating forces of the depression. ‘‘That 
battle,” he said, ‘“‘may be likened to the 
great battle of Chateau Thierry. That 
attack on our line has been stopped. We 
must now reform our forces for the battle 
of Soissons.”” The comparison is an apt 
one. The play of life is like the maneuver- 
ing in a battle; first the defensive and 
then the offensive; the attack must be 
thwarted and the offensive prosecuted 
with such vigor as to sweep aside all the 
obstacles standing in the way of progress. 
For eighteen months our careworn execu- 
tive has concentrated his efforts on with- 
standing and beating off the crushing 
affects of the most serious economic 
maladjustment the country has ever ex- 
perienced, and he has succeeded in doing 
it in a large measure despite the carping 
criticism that has assailed him from all 
sides. The credit for this achievement 
will be chronicled in a high place in our 
historical annals of the future. We will 
be victorious at Soissons, for every por- 
tend points to it. 


in HOOVER indulged 


History is repeating itself. It is 
again demonstrating how our natu- 
ral forces dispute the learned dis- 
sertations of economists. In 1929 
many of them could not envisage 
another panic. In 1932 they could 
not see any other outcome for us 
than the abandonment of the gold 
standard and a change in our social 
system. 
A 


ANY will ponder on the forces 

which succeeded in changing the 
tide and will wonder why it could not 
have been turned long before it was. It 
is usually so. Invisible influences are not 
easily detected, and we are not generally 
apprised of their presence until they 
make themselves known in definite re- 
sults. The turn came imperceptibly last 
June, and it derived a strong impulse 
from the Lausanne pact. At that time 
little attention was paid to the impor- 
tance of this epochal event, marking as it 
did the end of the spirit in Europe of 
le revenge, the lifting of crushing debt 
burdens, and the creation of new hope 
for the reconstruction of a great nation. 
That marked the first step. A running 
sore had been cured. Then came the 
sudden reversal in the flow of gold. 
Europe had withdrawn almost all the 
gold we owed her. The strain was so 
great that the world had panickly come 
to the conclusion that we could not main- 
tain ourselves on the gold standard, but 
when our bankers announced that what 
still remained would cover the European 
balances, a sudden light of our im- 
Pregnable wealth suddenly,,glpamed upon 
distorted vision and the tide changed. 
Not only did gold start to flow back, 
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but frightened 
capital gathered 
renewed cour- 
age and began 
to find reinvest- 
ment in our 
securities. Eu- 
rope appreciated our strength before we 
did. This was the second step in our 
revival. 


For the successful defense of our 
gold standard, the Federal Reserve 
System deserves most of the credit. 
By going out in the open market 
and buying Government bonds it 
succeeded in largely offsetting the 
affects of the outward gold flow. 


A 


N THESE two major influences are to 

be found the real cause of the change 
that has occurred. But the machinery 
that made it possible was devised by the 
President and _ patriotically aided by 
Congress, which did not mix politics with 
the urgent necessity for relief for the 
country. Then came along the great 
achievement of the English people in 
converting a great part of their national 
debt into lower interest bearing obliga- 
tions, proving to the world that one of 
the wealthiest nations still had plenty 
of capital available. Such resourcefulness 
could not help eventually to sink in upon 
the minds of the people; it could hardly 
do other than awaken eapital to the 
realization to the extent it had allowed 
fear and panic to mar its sense of values. 
The result was the reawakening of 
confidence, which is now beginning to 
diffuse itself in every direction. That is 
the tonie which is revitalizing our 
energies. 

A 


Wealth and values are not created 
inanimatedly. They are measured 
by what the mass mind thinks they 
are worth, and the common denomi- 
nator measuring them cannot be 
anything else but confidence. 


A 


HE third influence, and yet not an 

independent one but correlated to the 
two others mentioned, was the revival of 
faith in the stability of capital. It in- 
duced money to come out of hiding. At 
one time it was estimated that more than 
a billion dollars sought secret places for 
safety. All of that money is coming out 
again and seeking reemployment. The 
proof of this assertion is found in the in- 
ereased market value of our securities in 
the past two months, more than fourteen 
billion dollars on the New York Stock 
Exchange alone. Confidence has been re- 
stored. That is essential. Its restora- 
tion is what the President refers as to 
stopping the attack on Chateau Thierry. 
Now we are at Soissons where it is neces- 

(Please turn to page 264) 


Bonds 
for Investment 


Our September Bond Cir- 
cular contains an extensive 
list of bonds diversified 
as to type, maturity, yield, 
and other investment con- 
siderations. 


We shall be glad to supply 
copies of “Bonds for In- 
vestment” upon request. 


Chase Harris Forbes 
Corporation 
The Chase National Bank Building 
60 Cedar Street, New York 


- Stocks Bonds 
Cotton Grain 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 


Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


“BROKERAGE SERVICE SINCE 1898" 


New York Stock Exchange 
Members { and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 


OPENING AN ACCOUNT 


Many helpful hints on trading proce- 
dure and methods in our booklet. Copy 
free on request Ask for booklet K 6. 


(HisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


H. F. McCONNELL & CO. 


60 Wall Tower, N. Y. 


STOCKS 


carried on conservative margin 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
Tel. WHitehall 4-6400 


| 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


230 Park Ave. 
New York - 


115 Broadway 
New York 
Branch Office 
1424 Walnut Street, Philadelphia, Pa. 
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The 
Coal 
Roads 


HE eastern coal carriers have re- 

cently been conspicuous among the 

market’s most sensational perfor- 
mers. In the two weeks ended September 
3, 1932, the gains recorded by the common 
stocks of the five leading eastern coal 
carrying roads (excluding the trunk 
lines, whose coal traffic is also large in 
amount but small in relation to total 
traffic) were as follows: 


Points 
Central Railroad of New Jersey.. 32 
Delaware & Hudson............ 281% 


Delaware, Lackawanna & Western 207% 
Reading 


Most of the averages of railroad stocks 
show an advance of about 200 per cent 
from the 1932 lows to the high of the 
recent advance, whereas these five stocks 
show a gain of 300 per cent. A number 
of reasons have been advanced for this 
’ exceptional performance, of which two are 
probably the most important, the im- 
proved earnings prospects for the coal 
carriers and the progress made toward 
realization of the four party eastern 
consolidation plan. 

There has recently been a marked up- 
turn in the rate of coal movement, due 
not only to the normal seasonal influences 
but also to a general realization that 
supplies of fuel in the hands of dealers 
and ultimate consumers are abnormally 
low. The movement is, of course, likely 
to be further stimulated by further evi- 
dence of fundamental improvement in 
general business conditions, assuming 
that such evidence will appear in the 
autumn months. Traffic statistics show 
94,605 coal cars loaded in the week ended 
August 27 as against 60,007 in the week 
ended July 9, which marked the low 
point. While coal loadings normally 
show a substantial increase in August 
because of purely seasonal considerations, 
the gain this year has been impressive, 
since it is of larger than average seasonal 
proportions. The seasonal increase in 
coal loadings is also marked in the months 
of September and October, and if a greater 
than normal seasonal increase in coal 
traffic continues for the country as a 
whole, and the five carriers named above 
participate on a proportionate basis, 
their earnings records for the year 1932 
will be much better than most recent 
predictions. 

The Delaware & Hudson, Delaware, 
Lackawanna & Western, Lehigh Valley 
and Reading-Jersey Central are mainly 
originators of hard coal traffic, but they 
all receive large amounts of soft coal from 
connections, and will therefore partici- 
pate in increases in bituminous coal traffic. 
They serve a highly industrialized region 
as well as the anthracite fields of Pennsyl- 
vania, and consequently are important 
carriers of coal for industrial as well as 
household uses. Thus any material 
increase in the rate of industrial activity 
in the North Atlantic states this fall would 
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mean a gain in the interchange traffic 
in soft coal by these five carriers. 
However, it seems probable that the 
sharp advances in the market quotations 
for these five stocks in recent weeks were 
motivated to a greater extent by their 
merger possibilities than by their im- 
proved earnings prospects for the fall 
months. Even assuming a substantial 
increase in traffic and earnings in the 
autumn months, the only one of the five 
railroad companies which is likely to show 
earnings in excess of fixed charges for 
1932 is the Reading. (The Delaware & 
Hudson Company has large net income 
from investments, but its subsidiary rail- 
road operating company will show a large 
deficit for the year, according to current 
indications.) However, these roads are 
among the most prominent of the ‘‘ merger 
rails,” and their stocks have especial 
value for consolidation purposes. The 
Reading and its subsidiary, the Central 
Railroad of New Jersey, are allocated to 
the Baltimore & Ohio in the eastern con- 
solidation plan which has been approved 
in principle by the Interstate Commerce 
Commission; the Delaware, Lackawanna 


Thomas 


HOMAS GIBSON, or Tom, as I 

would call him, for a long and unin- 
terrupted friendship of more than thirty 
years brought him into close and brother- 
ly intimacy with my own life, has passed 
away into the great beyond and I shall 
miss him. As modestly as he pursued his 
scholastic studies of eco- 


& Western goes to the New York Cen. 
tral; and the Lehigh Valley to the 
Chesapeake & Ohio—Nickel Plate. Unde 
the terms of the four party plan as 
originally submitted by the railroag 
executives to the I. C. C., the Delaware 
& Hudson was to be divided between the 
four trunk lines, but the Commission 
decided that there should be no alloca. 
tion of the D. & H. until there is some 
final determination of the New England 
merger problem, since the D. & H. is an 
important connecting link between Ney 
England and the trunk line territory, 
The stocks of the other four carriers aye 
concentrated in large blocks, but minority 
shares should receive favorable treatment 
when the details of the financial arrange. 
ments for the eastern consolidation ay 
worked out. 

Considerable time will probably elapse 
before the final merger arrangements are 
made, because the detailed merger plans 
will be the subject of protracted hearings 
before the Interstate Commerce Com. 
mission and also because of the fact that 
the necessary financing will have to await 
more normal security markets. No 
definite predictions of the terms to minor. 
ity stockholders can be made. However, 
it would seem that any large extension of 
recent gains in the stocks of these roads 
would be of a decidedly speculative 
nature, since there is no necessity for the 
trunk lines to enter into competitive 
bidding for the stocks of the strategically 
located carriers, as they did in the past, 
and since the current prices seem to dis- 
count prospective earnings improvement 
and probable favorable treatment in 
consolidation quite liberally. 


Gibson 


He had the touch of the genius of Macau- 
lay and with it the profundity of thought 
of Adam Smith. Superficial tendencies 
could not divert his keen mind from de 
tecting the great sweep of the definite 
tide which marks the rise and fall of hu- 
man energies as they express themselves 

in the material activities 


nomics, so has he laid his 
work aside. 

Those fortunate enough 
to follow the economic 
writings of Tom Gibson 
in the past half century 
will concede he had the 
depth of soundness and 
the style of the academi- 
cian. Never did he per- 
mit himself to fall into 
the error of thinking that 
any new eras dawn which 
run counter to the funda- 
mental laws of nature. 
His authorities were 
Smith, Mills and 
Ricardo, and he loved to 


Thomas Gibson 


of the world of mankind. 

His forecasts have in 
disputably marked him 
as one of the greatest 
economists we have had 
in the past half-century, 
and in the course of time 
his collective contribu 
tions to this intricate 
study will confirm the 
accuracy of his views of 
the period in which it 
was his good fortune to 
live. 

During his lifetime 
Mr. Gibson was fortunate 
enough to surround him- 
self with such able ass 


cite the homely illustra- 
tions of the great French savant Bastiat in 
confirming an economic fact. His reliance 
on these illustrious members of political 
economy was not a fetish but a belief 
that their conclusions have not changed 
and will not change as long as human 
nature remains what it is. 

In this writing he was a stylist, yet his 
style was plain and understandable. 


ciates that his service will 
carry on as successfully as if he were alive. 
They are thoroughly grounded in his 
well-balanced economic theories and 
are in a position to continue without 
interruption the capable service his o 
ganization has performed for its clients 
and the investing public. 


—Lovis GUENTHER. 
THE FINANCIAL WORLD 
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Board Room Brevities 


Or Gossip the Customers’ Man Hears 


Au Situ will only share his time as editor, for besides conducting the sight-seeing 
business at Empire State Building, he has been elected chairman of the board of a 
frm distributing General Electric oil furnaces. . . . A new and ambitious comic ad 
campaign is being launched by Wrigley. . . . Several states are considering a 
change of date for auto registration renewals to mid-year to break in on the height 
of the season. . . . James G. Haizlip, who set a new air record for crossing your 
country, is employed by Shell Petroleum of St. Louis. . . . A typo error in the daily 
press reads ‘‘There has been a ‘market’ improvement in business.” . . . Pennsy 
Railroad is slipping handbills under the doors offering reduced excursion fares. . . . 
Times are sure hard when ex-King Alfonso has to give Princess Ileana’s new born 
son his diamond studded ciggy case as a christening gift. . . . It took 2,500 penmen 
to address the 20 million poll letters for Literary Digest. . . . 


Doc Jutivs LEMPpERT, who makes his living looking at your nose and throat, has 
just leased the exswelegant pent house of Ivar Kreuger on Park Avenue with all the 
fountains, peach trees, grape arbors and memories of the match gink. . . . Henry 
Ford is expected to be a lively bidder for the million tons of ship that the Shipping 
Board plans to scrap. . . . United Artists is going places but destination still un- 
known. . . . Speaking of clean-ups, the Romans had Turkish baths back in 200 
A.D. and the ocean is supposed to contain $28,000,000,000,000,000 of gold, or $14 
millions for every person on earth—so you’re a millionaire and don’t knowit. .. . 
Art Loew of that picture concern is to tour China by the air route in a borrowed 
plane. . . . Bloomingdale’s is featuring Westinghouse’s new mechanical robot 
that can translate vocal orders—but it cannot declare a dividend. . . . Rogers 
Caldwell, who took that flop of millions two years ago, is trying a comeback with 
$1,000—what are you waiting for? . . . Do you know that in one brokerage house 
six partners have taken the easy way out since 1929? ... 


| RosENTHAL, director of the ex-Bank of U. S., filed his voluntary petition 
in bankruptcy listing liabilities of $112,026,307 and assets of $181,650. . . . That 
old one suggesting a new trans-continental rail system in a merger of Central and 
Northern Pacific is popping up again these days. . . . Starting soon, a large silver- 
ware manufacturer will accept your old knives and forks in trade for new ones. . . . 
Mike Meehan has been answering questions in the Federal Building in connection 
with the affairs of the National Diversified Corporation which used his, Al Smith’s 
and Johnny Raskob’s names in corraling $3 million from Catholic investors. . . . 
You can expect an announcement any day from your corporation, ‘‘The directors 
have decided to pass the dividend to save postage.” . . . Socony is campaigning 
with huge posters in gas stations to cut down the number of auto accidents and 
save the customers. . . . Even the horse laughed when he turned around and saw 
our Herb Hoover riding with his leather puttees on backward... . 


Taar perplexed look on the President of the R. F. C. Miller’s face when he started 
addressing the big business conference changed immediately when he found his 
glasses, which were perched up on his forehead. . . . We imported 50 per cent 
less foodstuffs last year and collectively we’re still trying to take off weight. .. . 
Auburn will not be the only one featuring dual-ratio in the forthcoming models. 
... Italy is buying up pawn tickets on anything that has gold in hock... . 
Thomas Cochran of Morgan’s made one of his periodic sailings last week but noth- 
ing was said about General Motors going to $250 as in a former ease. . . . Must we 
wonder at American & Foreign Power common advancing 643 per cent while the 
bonds rise less than one-third that amount?—look how far the common fell down. 
... There is over a million in closed Toledo banks just waiting for careless de- 
positors to claim. . . . Andy Mellon sailed with a ‘‘no” answer from his govern- 
ment on that $700,000 Aluminum Company claim. . . . Here’s good news for you 
staggering telephone workers and business indexers—the stagger will be no more 
starting next month. .. . 


Tes name Lefeourt that went out of the banking business in that 1930 year of 
busts is launching its own motion picture company with the first feature to be 
“Manhattan Tower.” . . . A heavy bomb is to be set off in the political show but 
it has a long fuse on it that will not reach the cap for several weeks. . . . General 
Electric is melting its reserves with advertising campaigns with the next big effort 
on refrigerators and in the meantime those close are picking up the stock. .. . 
That “Sons of Gwalia” gold mine in Australia which Herb Hoover established in 1898 
is doomed despite the fact that it was one of the richest in the field. . . . The rail 
execs. are building up a ticket for the election of a czar for the industry and the rise 
m their stocks looks like a bizarre bazaar. . . . Without mentioning names it might 
de better for some of our large corporations if they stopped scanning the potential 
Pension lists for those to let out—the news might get out... . Is that big shift 
hed aes National organization a preliminary to a wedding with Canadian 
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Odd Lots 


Ten shares of stock in 10 differ- 
ent industries offer a margin of 
safety which is not inherent in 
the purchase of 100 shares in 
any one company. 


How a purchase of this kind 
safeguards your stock holdings 
against adverse conditions is 
interestingly set forth in our 
booklet, 


Lot Trading’’ 
Ask for F. W. 542 


100 Share Lots 


John Muir&i(G 
New 
39 Broadway New York 


Branch Ofice—11 West 42nd St. 


Should Stocks 
Be Solid Now? 


Send for FREE Bulletin FWS-10 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


Brokerage Service 
Stocks—Bonds—Commodities 


OurStatistical Dep’t. invites your inquiries 


Newman Bros. & Worms 


Members New York Stock Exchange 
and other leading Exchanges 


25 Broad St. New York 


IS IT REAL? 


Is the Stock Market advance 
based on something fundamen- 
tal? 


Is it manipulated ? 


Does it forecast a real improve- 
ment in business ? 
—— vitally important questions 
are discussed clearly and sanely 
in our Current Bulletin. , 
Also Definite Buy and Sell Advice 


on 15 active stocks, based on latest advices 
of the country’s leading financial authorities. 


Send for Bulletin F.W.-8 FREE 
(Please print name and address.) 


United Business Service 
210 Newbury St. <s Boston, Mass. 
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Dividends Declared 


Regular 
Pe- Pay- 
Rate riod able 
Q 


Company 


Amer. Tobacco pf 
Amer. Wringer Co 
Bandini Petroleum 
Belgian Nat. Rys. pt. pf (Am. 
) $4.09 


ZOOLLO. 


Colgate-Palmolive-Peet 6% pf. . $1.50 
Commonwealth Wtr. & Li 

7% pf 
Congress Cigar Co........ 
Dayton Pwr. & Lt. pf.......... 
Dominion Textile............. $1.25 
Duquesne Lt. Ist pf... ..... . . .$1.25 
at Gas & Fuel Asso. 444% 


O60: 


Do $8 pf. A 
Gen. Mills pf 
Georgia Pwr. $6 pf 

Do $5 


Gr. Western Sug. pf 

Haloid Co 

Hazel-Atlas Glass 

Hearst Cons. Pubs... ....... AE 


DoA 


Hygrade Sylvania 

Independence Tr. Shs 

Int. Carriers, Ltd 

Int. Silver pf 

Jersey Cent. Pow. & Lt. 54% 
$1.37% 

$1.50 


NS 


OOO: OOOO 


g 
SAS 
w 


Do pf 
Lorillard (P.) Co 
Do pf 


Metal Package 

Metropolitan Edison. $1 
Morris Plan Cp. of Am. 6% pf. . . .15¢ 
E.) & Br 35c 


5c 

Penney (J. C.) Co. pf... ....... $1.50 

Perfect Circle 50c 

Reynolds (R. J.) Tob 
DoB 


~83S.--88 


So. P. Rico Sugar pf. . 
Southern Cal. Edison, Ltd., 8% 


Taylor Milling 

Texon Oil & Ld 

Toledo Edison Co. 7% pf. A... . 
Do 6% pf 


Commonwealth Wtr. & Lt. Co., 
$6 pf $1. 
Fortnum & Mason, Inc., 7% pf .174c 


N. Y. Transit : 


i Realt 
Holland 


Raising the Ante 


provement Company, closely identi- 
fied with the National City Bank of 
New York, owns the equity in the Savoy 
Plaza Corporation, the operating com- 
pany for the Savoy Plaza Hotel, a 29- 
story apartment hotel located on Fifth 
Avenue between 58th and 59th Streets, 
New York City. This property, like 
most other Juxury hotels, has not been 
operating on a profitable basis since 
1929. The net loss for 1931, after bond 
charges, was $1.3 million. Presumably 
an even larger loss will be shown for 
1932. This means that the U.S. Realty 
& Improvement Company has had to 
advance funds, up to very substantial 
amounts, to make good on its subscrip- 
tion agreement which amounts in practi- 
eal effect to a guarantee of the debenture 
bonds of Savoy Plaza Corporation, of 
which $7 millions were originally issued. 
Under the terms of this agreement, 
U. S. Realty & Improvement Company 
undertakes to purchase sufficient pre- 
ferred stock of Savoy Plaza Corporation 
to cover interest, sinking fund, and 
principal on the latter company’s de- 
benture bonds when the operating com- 
pany does not provide the necessary 
funds. As this guarantee became onerous 
during 1931, U. S. Realty & Improve- 
ment Company began to buy in the de- 
benture bonds, which were quoted at 
low prices in the open market. The first 
of a series of offers to holders of the 54% 
per cent debenture bonds was made 
around November 1, 1931. This was an 
offer to purchase the bonds at 50 per cent 
of par value. This was followed, around 
April 1, 1932, by an offer to buy the 
bonds at a price of $450 per $1,000 
principal amount. Around May 1, 1932, 
U.S. Realty offered to exchange its own 
6 per cent 6-year debenture notes for 
the Savoy Plaza debenture. On July 
29, 1932, the parent company made an 
offer of $500 cash and $500 of its own 


Te United States Realty & Im- 


_debenture bonds for each $1,000 Savoy 


Plaza debenture. On August 15, U. S. 
Realty invited tenders of the debentures 
for cash with a price limit of 85 per cent 
of pac value. On September 6, the 
parent company made an offer to pur- 
chase the bonds at par value, to a total 
of $975,000. This offer expires Septem- 
ber 23. 


A Diversity of Terms 


Although the bondholders were under 
no compulsion to accept the earlier offers, 
those who did so now feel that they have 
a grievance in view of the progressively 
more favorable terms of the subsequent 
offers. Seldom has there been such a 
wide diversity of terms in purchase offers 
where a corporation has set out to clear 
up an outstanding obligation. The more 
favorable terms of the more recent offers 
are, of course, justified to a large extent 
by the very substantial improvement in 
general bond market conditions in the 
past two months. However, it would 
not seem that the offers were made in 
such a way as to assure fair treatment of 
all holders of the bonds. 

The question naturally arises as to 
why the U. 8. Realty & Improvement 
Company is so anxious to acquire the 
outstanding debenture bonds of the 
Savoy Plaza. The answer probably is 


to be found in the fact that there ar 
mortgage bonds on the property oy}, 
standing to an amount of about $14 
millions, which are not guaranteed jp 
any way by U. S. Realty. The Savoy 
Plaza has not been able to earn mortgage 
bond interest requirements for a long 
time, and there does not seem to be an: 
prospect that it will be able to do go jn 
the future on the basis of the present 
capitalization. A reorganization seems 
imperative. In the event of a default 
on the mortgage bonds, the debentures 
would become due and payable, and the 
U. S. Realty & Improvement Company 
would be liable for their full par value 
under the stock subscription agreement, 
This explains the desire of the parent 
company to buy the bonds in at a dis. 
count. However, the latest offer of 100 
per cent of par value in cash suggests a 
final ‘‘sweeping up” prior to the ap. 
nouncement of a reorganization of the 
property, probably involving a scali 
down of the mortgage bondholders’ 
claims. As holder of substantially al] 
of the debenture bonds, the parent com- 
pany probably would be in a position to 
exchange these bonds for the equity in 
a new company organized for the purpose 
of taking over the property. Thus, 
U. S. Realty would fulfill its guarantee 
and at the same time retain control of 
the Savoy Plaza which, with a much 
smaller bond capitalization, would doubt- 
less be able to show profits for the owners 
with any return to more prosperous 
general conditions. 


PUBLIC AND MARKET 


continued from page 249 


chasing power was present and ready to 
spend its foree when groundless fears 
would be dispelled. Banks and brokers 
report many recent purchases of stocks 
made with gold certificates and in a few 
instances with actual gold. Such pur- 
chases are naturally guarded by con- 
servatism and caution, and made on an 
outright basis, thereby preventing the 
broker’s loan account from showing at 
least a proportionate advance in conform- 
ing to the market trend. The hasty con- 
clusion that the public is not participating 
or interested in the stock market is given 
contradiction from too many sources to 
be dependable in determining a course of 
action. 

The huge reservoir of potential pur- 
chasing power has hardly been tapped. 
There are countless thousands who, hav- 
ing prepared themselves to take ad- 
vantage of the opportunities that would 
be offered at the bottom of this depres 
sion, failed through a lack of courage to 
establish that desired position. More 
and more are reaching a determination 
that on the next corrective recession they 
will lose no time building up their planned 
portfolio. The variations of public timid 
ity and courage themselves furnish 4 
cushion to any reaction that might coD- 
fuse such plans. The daring acquired 0 
recent times by those committed to the 
short side finds them taking another fling 
upon the slightest provocation and n0 
more reasoning than the fact that what 
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Hldrs, of 
Record. 
Allied Ch. & Dye pf..... Sept. 9 
Amer. Can pf................$1.75 Oct. 1 Sept. 16 
Amer. Locomotive pf........ . .$1.75 Sept. 30 Sept. 13 
American Mfg. pf......... $1.25 Oct. 1 Sept. 15 
Oct. 1 Sept. 10 
> Oct. 1 Sept. 15 
Sept. 20 Aug. 31 
Sept. 20 Sept. 12 
Ny aries Bush Term. Bldg. pf $1.75 Oct. 1 Sept. 20 
UN aig Citizens Water Co. (Wash, Pa.) . $1.75 Oct. 1 Sept. 20 
Jan. 1 Dec. 10 
Oct. 1 Sept. 20 
Sept. 30 Sept. 14 
Oct. 1 Sept. 20 
Oct. 1 Sept. 15 
Oct. 15 Sept. 15 
Oct. 1 Sept. 15 
Do 6% pf. Oct. 1 Sept. 15 
Edison Bros. Stores pf....... . .$1.7 Sept. 15 Aug. 31 
Gen. G. & E., $6. conv. p.B.... Sept.15 Sept. 9 
1.7 Oct Sept. 15 
25 Oct Sept. 15 
75 Oct Sept. 17 
ers.) Sep Sept. 1 
Oct Sept. 10 
Oct Sept. 10 ke 
Oct Sept. 10 
Au Aug. 30 t 
Oct Sept. 15 h 
r 
Sept. 10 
Sept. 10 
Do 644% pf...............$1.62 Sept. 6 
Kan. El. P.7% pf............$1.75 Sept. 15 
Kresge Sept. 10 
Mc] Tin Plate...........$1 Sept 12 
Sept. 12 
Sept. 15 
Ohio El. Pwr. 7% pf.....----- -$1.75 Sept. 15 
Pac. Sept. 20 
Sept. 20 
Sept. 15 
Sept. 17 
Sept. 19 
Sept. 10 
Southwestern G. & E. 8% pf... . . .$2 Sept. 15 
Standard Oilof Ky.............30¢ Sept. 15 
Stein (A.) & Co. pf $1.6214 Sept 15 
. .15¢ Sept. 10 
Sept. 12 
58)4c Sept. 15 
. .500¢ Sept. 15 
Do5% pf. . Sept. 15 
Universal Leaf Tob. ............50c Oct. 19 
| U.S. Elec. Lt. & Pw. Shrs., A... . .34¢ 
Walgreen Co., pf.......... .$1.6244 Sept. 20 
Westvaco Ch. Pr. pf....... . ..$1.75 Sept. 15 
Initial 
Increased 
N.Y. Transit..................200 .. Oct. 15 Sept. 23 
Extra 
Hazel-AtlasGlass..............25¢ .. Oct. 1 Sept. 17 
‘$10 .. Oct. 1 Sept. 20 
Reduced 
Hercules Powder.............374¢ Q Sept. 24 Sept. 13 
Inter Shoe... Q Oct. 1 Sept. 15 
Penney (J.C.)Co..............45¢ .. Sept. 30 Sept. 20 
Resumed 
So. Porto Rico Sugar............40¢ .. Oct. 1 Sept. 10 | 
Adminis. & ResearchA..........25¢ Q Oct. 1 ....... 
. $150 QO Set. 1 ....... | 
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s up must come down. Those who 
were courageous enough to purchase good 
securities at the recent ridiculous prices 
are in @ position with their increased 
equities to expand their holdings in 
utilizing the credit facilities available to 
them for borrowing, and it is not unlikely 
that this decision will coincide with the 
adoption of a more lenient lending policy 
when banks and brokerage houses are 
satisfied that order and reason have been 
restored. 

The gradual accumulation of securities 
by the public has so widely diffused the 
distribution of shares that many corpora- 
tions report two-fold and in some cases 
three-fold expansion of their stockholder 
lists. With a minimum of borrowings, 
if any at all, on the great bulk of stocks, 
they have been put away not for what 
the next weeks or months will bring but 
to give the necessary time for business 
and earnings to recover and entitle their 
shares to command a price governed by 
the relationship of earnings and prospects 
to market price. This in turn has tIrastic- 
ally reduced the floating supply of stocks 
so that the most moderate buying has in 
many cases turned the balance very de- 
cidedly toward a higher level of prices. 

If the market had reached its lowest 
level in an exacting adjustment of prices 
to this year’s poor earnings, that might 
have been cause enough for a decided 
rebound when the situation began to 
clear. When these limits were exceeded 
and fear bccame the dominating factor in 
bringing about a reckless liquidation that 
forced prices far below justifiable levels, 
it must be expected that the reversal of 
these conditions would at least reestab- 
lish prices at a sanity level. This has 
been done. The restoration of confidence 
naturally finds its first expression in our 
markets. A public can not feel $12 bil- 
lions better than it did two months ago 
without the business pulse being activ- 
ated. Having reached a sensible level 
again, the market can be expected to 
mark time awaiting the progressive signs 
from business that the actual and definite 
turn is at hand. The market will not 
wait for undisputable evidence that we 
have left the depression behind us. The 
half billion of dollars already placed as 
a gesture of confidence in the future of 
the country will bring its just rewards. 
This is only a small part of the total funds 
that await the restoration of confidence 
and the dispelling of fears to write in- 
delibly in market quotations the strength 
and soundness of the United States and 
its industry. 


GROCERY SHARES 


Continued from page 248 


the additional dollar gross would be 
carried down as extra surplus for the 
equity shareholders. 

To illustrate this point more clearly, 
the following hypothetical examples are 
Presented. Statement 1 is based on the 
actual results for 1931 of a leading 
grocery chain. The dollar figures shown 
are fictitious but are based on the operat- 
Ing ratios indicated by the actual report. 
Statement 2 shows how a 10 per cent 
iMcrease in average food prices would be 
reflected in net profits. This hypothesis is 
Predicated, of course, on an identical 
tonnage volume, with no allowance for 


SEPTEMBER 14,.1932 


As easy to buy as 
a cup of coffee 


In virtually every American 
community, you will find public 
telephones. The Bell System pro- 
vides 300,000 of these convenient 
stations, a total larger than that 
of all restaurants, hotels, lunch 
rooms and soda fountains put to- 
gether. It is literally easier to buy a 
telephone call than a cup of coffee. 

Making telephone service con- 
venient is important. People in 
their homes and places of work, 


as well as in public places, thus 
grow accustomed to this modern 
means of communication. 

Convenience, reliability, econ- 
omy, speed. . . these are the solid 
values which telephone service 
offers. By developing these values, 
the Bell System is carrying out its 
responsibility to investor as well 
as user. 

May we send you a copy of our 
booklet, “‘Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. 


195 Broadway, New York City 


changes in either quantity or quality of 
merchandise sold under Statement 1. 


Statement 1 
(Actual results under existing conditions) 
Inventory beginning period. . . 8,000,000 
Add: Purchases during year.. . 80,700,000 
$88,700,000 
Less: Inventory end period... . 9,100,000 
Operating, expenses & deprec.... 17,600,000 
Net operating profit............ $2,800,000 
Federal taxes at present rate 
Assuming capitalization consist- 
ing of $5,000,000 6% preferred 
and 500,000 shares common, 
balance per share common 


Statement 2 
(Assuming a 10% increase in food prices) 

Inventory beginning period... . 8,000,000 
Add: Purchases (add 10%)... 88,770,000 
$96,770,000 

Less: Inventory end of period 
10,010,000 
$86,760,000 
Operating, expenses & deprec.... 19,000,000 
Net operating profit............ $4,240,000 
Federal taxes at 1334%......... 583,000 
$3,657,000 

Per share of common after pre- 
ferred $6.71 per share 


It will be seen from the above that 
almost half of the additional dollar gross 
profit resulting from the expansion of 
dollar sales would be brought down to the 
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WEEKLY RECORD OF EARNINGS 


12 MONTHS ENDED JULY 31: 
Oppenheim, Collins 


9 MONTHS ENDED JULY 31: 
Greif Bros., Cooperage 


6 MONTHS ENDED JULY 31: 
Grant (W. T.) Company 


26 WEEKS ENDED JUNE 25: 


4,015,468 


6 MONTHS ENDED JUNE 30: 


Addressograph-Multigraph Corp 
Atlantic Guif & West Indies 
Brillo Manufacturing 
Community Power & Light 
Continental Steel 

Diamond Match 

General Public Utilities 
Motor Wheel Corp 

Pacific Finance Corp. 
Pittsburgh United Corp 
Schulte Retail Stores 
United Business Publishers 


12 MONTHS ENDED JUNE 30: 


Dubilier Condenser 
Kirsch Company 
National Casket 


3 MONTHS ENDED MAY 31: 


Marmon Motor Car 
aOn Class A. d Deficit. 


net earnings for the common stock. 

These examples do not pretend to 
forecast the actual future recovery of 
profits in the chain grocery field. They 
are offered merely as simple mathematical 
deductions. Of course, it is possible that 
under improved business conditions some 
entirely unexpected and unforeseen ad- 
verse factors may develop to interfere 
with this projected recovery of profits, 
but aside from the matter of state chain 
store taxation, there are no such signs 
now discernible. 


Chain Store Taxes 


With respect to the chain store tax 
movement, chain store interests concede 
the possibility of additional new imposts. 
At the same time they are inclined to the 
opinion that inasmuch as most of the 
taxes already levied have been on the 
plea of raising needed revenue, much of 
the pressure on this score will automati- 
cally be removed by a general industrial 
and financial rehabilitation. 

Aside from their bright future pros- 
pects, an important feature possessed by 
most chain grocery common stocks is the 
attractive return which they meanwhile 
afford, and the assurance given present 
dividend rates by the fact that such dis- 
tributions are being actually earned and 
not paid out of accumulated surplus. 


Will Stocks 
go Higher? 


“ Our market recommendations, to buy 
stocks, have netted large profits. From 
here on, what’s ahead now? 


Have stocks, gone up too fast, due 
for sharp breaks? 


Or will business improve and push 
the market higher? 


§{ These matters, vital to every investor, 
are covered in latest analysis just prepared 
for our Clients. A sample copy sent free, to 
acquaint you with our Service. Simply 
ask for 

**Latest Stock Market Outlook’’ 


AMERICAN SECURITIES SERVICE 
106 Norton-Lilly Building New York 


101,846 


148,137 


d99,717 


165,895 


d227 ,045 
f Before Federal Taxes. 


1932. 1931 
Net Earnings Per Share Net Earnings Per Share 
d$110,698 


nil $507,248 $2.30 


nil 71,222 al.i1 


1,333,178 
70,605 


418,139 
218,822 
160,640 
£232,518 
d106,533 
1,320,093 
£110,701 
211,131 


306,382 
97,377 


188,741 
115,026 
849,359 


580,460 
p On Preferred. 


REAL ESTATE RACKET 


concluded from page 245 


gross receipts; fifth, state franchise tax of 
the owner corporation to the extent said 
tax is based upon the property in ques- 
tion; sixth, earned rental on the furniture 
owned by the management corporation 
amounting to a substantial percentage of 
the rentals received from occupants of 
the furnished apartments; seventh, a sum 
of over $1,500 a month for the furniture 
and equipment of the restaurant and cer- 
tain other parts of the building. 

After deduction of all these items, real 
estate taxes must still be paid before the 
bondholders receive any return. It does 
not require much imagination to guess 
how much the bondholders are likely to 
receive during the five-year period cov- 
ered by the plan. The chances of any 
large aggregate payment on the bond 
coupons are exceedingly slim. And yet 
the junior interests are assured of a sub- 
stantial return on their investment if 
there is any net income in excess of actual 
operating expenses. Their return is de- 
ducted even before real estate taxes, 
which may be allowed to go unpaid, 
under the terms of the plan, for a period 
of 18 months. In this connection, it 
must be recalled that real estate taxes 
constitute a lien upon property ranking 
ahead of even the first mortgage, and 
accumulation of taxes therefore weakens 
the position of the holders of the first 
mortgage bonds. 

In view of this danger, and the proba- 
bility that the bondholders would receive 
little, if any return on their coupons for 
the five-year period, or the major portion 
of it, it would seem preferable that the 
mortgage be foreclosed, and the first 
mortgage bondholders’ rights protected, 
in spite of the heavy expenses which fore- 
closure proceedings involve. As a matter 
of fact, even foreclosure does not abso- 
lutely assure the first mortgage bond- 
holders of fair treatment. There have 


been numerous reorganizations after fore. 
closure in which the holders of segonq 
or third liens and common stock have Te 
ceived unduly large concessions at the 
expense of the senior bondholders. Hoy. 
ever, in a majority of cases the SUCCEsgor 
company is set up in such a way ag ty 
enable the old first mortgage bond. 
holders to obtain the major benefit of 
whatever earning power the property ean 
develop. In numerous instances where 
the old company failed through no fault 
of the holders of junior mortgages ¢ 
equities, it is, of course, of distinct a4. 
vantage to the first mortgage bond. 
holders to permit them to keep an jp. 
terest in the property. However, the 
junior interests should not be given 4 
lion’s share of the income of the property 
or even a large share, unless they make 4 
substantial new investment in the prop- 
erty. New investments by junior jp. 
terests, after or during reorganization, 


| are very rare these days. 


AAA 


This is the first of a series of two articles 
covering the real estate mortgage bond 
reorganization situation. The second will 
point out the other side of the picture, 
showing what can be done for the holders 
of bond issues so affected. 


Handling Trust Funds 


upon what is supposed 
to be a superior position to give 
sound advice induces many people to 
place the handling of their estates under 
the jurisdiction of trust companies 
equipped to render such service. Yet 
there has come to our knowledge in a 
number of instances advice which would 
make recipients ponder whether it is to 
their advantage to follow such guidance. 
In one instance, the beneficiary of a trust 
fund was advised to dispose of a railroad 
stock when it was selling for $5 a share, 
though when purchased it cost around 
$100. To have sold it then would have 
entailed a sacrifice of $95 a share and 
what residue was left could not have been 
profitably re-invested anywhere. If the 
railroad stock was a sale at $5 then it 
was a much better sale at $95 or any- 
where between this figure and fifty, and 
the picture as to the outlook was just 
the same a year ago as it was now. 
Fortunately the stock was not sold and 
since the advice has been rendered has 
advanced more than 200 per cent. A 
case very much similar was in relation 
to a bond, a steel bond. The advice was 
to sell it at $50. It is now quoted seven- 
teen dollars per hundred above that price. 
The advice was to turn it into two othe 
bonds without increasing the yield and 
the bonds themselves were not strictly 
first mortgage issues like the steel bond. 
To make the exchange would have re 
quired an additional investment o 
$1,800. If the steel bond was a sale at 
$50 it was a sale at $70 for when it was 
at this price the outlook for the industry 
was no less dreary. Such advice does not 
help the handling of trusts by banks. 
What appears to be the trouble is that 
some of the banks have developed such 
a large business that the details must 
be left to subordinates who apparently 
are not equipped to assume the respons 
bility that such important obligations 
involve. 
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Steel 
Topics 


ITH steel producers still op- 
W but refraining from 

specific predictions, the fall sea- 
gon of expanding operations was ushered 
in last week with schedules lifted by from 
one to two points to about 15 per cent of 
capacity. While the smallness of the in- 
crease may be disappointing to some, it 
js generally conceded that some districts 
are lagging in the move and may be 
expected to contribute proportionately 
greater amounts to additional gains in 
the coming weeks. 


HE more optimistic of recent fore- 

casts heard in the financial com- 
munity presage a doubling of operations 
by November 1 to around 30 per cent of 
capacity. Large as such a gain would 
appear as a percentage of the extremely 
low base, it would bring operations back 
only to the level of last November and of 
the late summer of 1931. It would thus 
represent an abnormally low rate of in- 
dustrial and business activity and could 
hardly be called a particularly profitable 
rate for the industry. It is interesting 
in passing to note that in the recovery 
from the 1921 depression operations in 
November of that year were double the 
low month of the cycle which fell in July. 
In that year, however, August showed a 


“SQUARE” 
» TALKS 


I’ YOU have been regarding 

the world as your particular 
oyster, of course you are dis- 
couraged when it refuses to give 
up any more pearls. 

Before you start getting abu- 
sive about it, be sure it is not 
your own fault. The pearls may 
be there, but you may be too 
impatient. 

My humble opinion is that the 
oysters go about their business 
as usual—but the pearls are per- 
haps a little more difficult to get 
at. 

The shells may be harder to 
pry apart than in the old days, 
When you could open them with 
your bare hands. 

But if you should try to use 
your brain now, instead of your 
fingers, I pity the poor oyster. 

It would not have a chance in 
the world! 


SEPTEMBER 14, 1932 


This is one of a series of 
discussions on topics of 
importance to business 
men and investors 
alike, and constitutes an 


analysis each week of 
one of the following the 
automobile industry, 
the steels, public util- 
ities, railroads, and 
investment trusts. 


substantial gain, which it failed to do 
this year. Comparisons of this sort, 
though of historical interest and value, 
are at best highly problematical as a 
guide to forecast the future. 


UTSIDE of the better feeling in the 

industry, which perhaps has been 
merely a reflection of the general re- 
covery of the country from a fear com- 
plex, the only tangible sign of improve- 
ment ahead in steel bas been the strength 
of the steel scrap market in recent weeks. 
The Jron Age scrap composite has ad- 
vanced to $7.58 a ton from the low of 
$6.42 established in the early part of 
July. The pig iron composite is at its 
low and the steel composite rules moder- 
ately above its low of last February. 
Strength in scrap and pig iron have been 
traditionally considered to foreshadow 
gains in steel, and the upturn in scrap 
prices may once more prove its baro- 
metric character. 


IG iron production declined in August 

about 7.3 per cent below the July 
rate, according to the Jron Age estimate, 
the daily rate having been 17,115 tons 
compared with 18,461 tons in July. 
August of 1931 showed a rate of 41,308 
tons, indicating a decline of over 58 per 
cent for this August. The number of 
stacks in operation on September 1 is 
estimated at only one-fifth of the total 
a year ago, but there has been recently 
increasing interest in pig iron markets 
and a pickup is now underway. 

The American Iron & Steel Institute 
reports August production of steel ingots 
moderately above July in total but 
slightly below in daily rate, due to the 
fact that there were 27 working days 
compared with 25 in July. The indi- 
cated percentage of capacity of output 
was 14.26, compared with 14.66 in July. 
and was the lowest reached on the reces- 
sion that started from the high point of 
June, 1929, when a theoretical 100 per 
cent was recorded. The average for the 
first 8 months of this year was a daily 
output of 44,196 tons, equal to 20.44 
per cent of capacity. This represents 
a decline of 52 per cent from the output 
of the first eight months of 1931. 


HE sources from which increased 

demand for steel is expected are mis- 
cellaneous and general in large part, 
although some increase in takings by the 
automotive industry is looked for a 
little later and some railroad buying may 
be made possible through cooperation of 
the Reconstruction Finance Corporation. 
Some structural steel lettings will prob- 
ably be released for the so-called self 
liquidating public works being sponsored 
by the R. F. C., but the coming months 
are seasonally unpropitious for any ma- 
terial gain in this field. 


_ We invite inquiries from 
individuals who desire to open 


MARGIN ACCOUNTS 


either in 


100 Share Lots or Odd Lots 


OUR BOOKLET 
**Stock Exchange Service’’ 


Sent on request for FW-14 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R. A. Coykendall J. G. Bishop 
Member 

New York Curb (Asso.) 

New York 


“Bull Market?” “JustaRally?”_ 


} Send for free copy 


abson’s 
Reports 


and the famous 
BABSONCHART 
== Div. 21-48 Babson Park, Mass. 
From 1920 Depression to 1932 


“UP AND DOWN IN WALL ST.” 


The 128-page PICTURE BOOK OF 57 LEAD- 
ERS during the Greatest Bull and Bear Mar- 
kets in History. A valuable reference book 


20 Broad St. 


for every Investor and Speculator. Price $1.00. 
Syms-o-Graph Publisher 
19-B Rector Street New York 


Now Stock Market 
Movements Are Forecast 
by Laboratory Methods 


Are you making money in the 
present market? vr subscribers are. 


Modern Laboratory methods are 
now being applied by the Scientific 
Trading Service in the determination 
of price movements in active stocks 
with a greater degree of accuracy than 
has heretofore been proved possible. 

Information regarding this unusual 
service sent without obligation. 


Scientific Trading Service 
80 Wall St. New York 


$1,000 is the Reward 
of saving regularly $10.00 a month for 
84 months, which with dividends of 5% 
compounded quarterly, gives you $1,000. 
Call or write for booklet F W-1. 
io) ERIAL BUILDING LOAN AND 
SAVINGS INSTITUTION 
195 Broadway -170 Fulton St.-162 West Broadway, N.Y.C. 
rganized 188: 
Resources over $10,000,000.00 


BUY STOCKS NOW 


HOSE who bought stocks after the depression 
of 1921 accumulated astonishing profits during 
the years that followed. 

A similar opportunity is yours today. Those 
who have the courage to buy now will become the 
wealthy men and women of tomorrow. Of course, 
there will be reactions from time to time, but many 
stocks will eventually sell at higher prices than 
ever before. 

We have uncovered a medium-priced stock which 
appeals to us as one of the biggest bargains on the 
board. This company is reporting good earnings in 
spite of the depression. No organization has a 
brighter future. There are only a comparatively 
few shares outstanding, so that the stock will ad- 
vance rapidly in price as earnings improve. In fact, 
this issue always has been a brilliant performer 
and should lead the next upswing. 

The name of this stock will be sent to any in- 
vestor absolutely free. Also an interesting little 
book, ‘‘MAKING MONEY IN STOCKS.” No 
obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 363, Chimes Bidg., Syracuse, N. Y. 
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COMING DIVIDEND MEETINGS 


Aetna Insurance, Hartford 
Brandtjen & Kluge (Pfd.) 
California Group Corp. (Pfd.) 
Central States Edison Corp, 
(Pfd.) 

Consolidated Cigar 

| First Bank Stock Corp. 

: Home Insurance Co. 
Integrity Trust Co., Phila. 
Interbanc Investors, Inc. 
Marine Trust, Buffalo 
Mass. Investors Trust, Boston 


Alleghany Steel 

American Brake Shoe & Fdry. 
(Pfd. & Com.) 

Baker (H. T.) Chemical 
(Pfd. 


-) 
Bank of N. Y. & Trust Co. 
Birmingham Trust & Savings 


Co. 
Buffalo National Corp. (Pfd.) 
Central Trust Co., Cinn. 
City Nat'l Bank & Trust Co., 
lumbus, Ohio 
Consol. Chemical Industries 
(Pfd.) 
Dominion Rubber Co. (Pfd.) 
First National Bank, Atlanta 
First National Bank, Ken- 


more, N. Y. 
First. National Bank, Mem- 


phis 
First National Bank, N. Y. 
Gas Securities 
Guardian Trust Company, 
Cleveland 
Hartford Fire Insurance Com- 


Music 


WEDNESDAY, 


Air Reduction 

Alliance Invest. Corp., Phila. 
Atlas Thrift Plan (Pfd.) 
Banco Ohio Corp. 

California Bank, Los Angeles 
Connecticut Gas & Coke 
Securities (Pfd. & Com.) 

Cream of Wheat Company 

Devoe & Raynolds (Ist & 
2nd Pfd.) 

Canada Life Assurance, 
Toronto 

Federal Trust Co., Newark 

Filelity & Deposit Co. Md. 

oes & Southwark Pass. 

y. 


American Art Works 

American Bank & Trust, 
Richmond (Cl. A) 

Atlantic Coast Line R. R. 

Boston Sand & Gravel Co. 
(Pfd. & Com.) 

B-voklyn Trust Company 

California Conserving Co. 


Commonwealth Trust Com- 
pany, Pittsburgh 
— Utility Banking (Cl. 


(Pr. Pfd.) 
First National Bank of Phila. 
First Nat'l Corp. of P 


Guarantee Co., of N. A. 
Hanover Fire Insurance Co. 
Hartford Gas (Com. & Pfd.) 
Honolulu Rapid Transit Co. 
Jamaica Water Supply 
Knott (A. J.) Tool Mfg. (Pfd.) 
uisville Gas & Elec., Co., 


e lec., 
Ky. (7%, 6% Pfds.) 


Allied Telephone Utilities 

Annapolis Dairy Products 

Bangor & Aroostook R. 
(Pfd. & Com.) 

Bayuk Cigars, Inc. (ist 


Champion International 
(Pfd. & Com.) 


Amer. District Telegraph 
Central Hudson Gas & Elec. 
Corp. (Com. & Pfd.) 


Grief & Bro., Inc. (Pfd. & 
Cl. A) 


MONDAY, SEPTEMBER 12 


— City Bank of Cleve- 

jan 

Northern R. R. of N. H. 

Pacific Mutua! Life Insurance 
Co., of Cal. 

Pie Rakeries of Amer. (7°% 
& Cl. A) 


Provident Trust Co. Pitts. 
Seaboard National Securities 


Corp. 
Superior Portland Cement, 
Inc. (Cl. B) 


TUESDAY, SEPTEMBER 13 


Manufacturers Finance Co. 
Marine Midland Trust, N. Y. 
Marlin-Rockwell Corp. 
Marshall & IIsley Bank, 
Milwaukee 
Maryland Trust Co., Balt. 
Mountain States Tel. & Tel. 
Murphy (G. C.) Co. (Pfd.) 
National Licorice Co. (Pfd.) 
New Jersey Title Guarantee 
& Trust Co. 
Newberry (J. J.) Realty (Pfd.) 
North End Bank & Trust Co. 
Northwestern National In- 
surance Co. 
Northwestern Yeast Co. 
Phila. National Insurance Co. 
Procter & Gamble (8°% Pfd.) 
Southern Calif. Gas Co. 


(Pfd.) 
Standard Gas & Elec. Co 
($6, $7 pr. Pfd. & Com.) 
Thompson (J. R.) Company 
Union Trust Co., of Cleve- 


nd 
Union Trust Co., Wash., D.C. 
Universal Pictures (1st Pfd.) 
Western New York Water 
Virginia Pulp & Paper 


SEPTEMBER 14 


Galveston Wharf 

Harris Trust & Savings 
Bank, Chicago 

Utilities Co. (6% 


Pfd. 

Lawyers Title & Guaranty 

Co., N. Y. 

Motor Finance (8°% Pfd.) 

Pacific Gas & Electric 

Pacific Lighting ($6 Pfd.) 

Philadelphia Dairy Products 
(pr. Pfd.) 

Providence & Worcester R. R. 

United Shoe Machinery Corp. 
(Com. & Pfd.) 

U. S. Savings Bank 


THURSDAY, SEPTEMBER 15 


Metal Products (Pfd.) 

acAndrews & Fo Co. 
(Pfd. 

Magma Copper 

Manischewitz (B.) Co. (Com. 
& Pfd.) 


Massachusetts Lighting Cos. 

Merchants & Newark Trust 
Co., Newark 

Metropolitan Gas & Elec., 


0. 

Mickleberry’s Food Products 

Midland & Pacific Grain 
Corp. (7% Pfd.) 

Nat’l Pr. & Lt., Co. ($6 Pfd.) 

New Brunswick Tel. Co. 

North American Finance 
Corp. (7% Pfd. & Cl. A) 

Pacific Southwest Realty Co 
(64%, 54% 


‘ort- Peoples State Bai 


Personal Loan & Savings 
Bank, Chicago 

2 Estate Savings & Trust, 

tts. 

R. L. Electric Protective Co. 

Roos Bros., Inc. (Pfd. & 
Com.) 

Seagrave Corp. (Pfd.) 

United Verde Extension 

Western Grocers, Ltd. (Pfd.) 

Worthington Ball 


FRIDAY, SEPTEMBER 16 


Consolidated Royalty Oil Co. 
Equitable Trust, Balt. 


R. Modine Manufacturing Co. 


Northwestern Elec. Co. (orig., 
Pfd. & Pfd.) 

Scott Paper Co., (Cl. A &. B..) 

Tip Top Tailors, Ltd. (Pfd.) 


SATURDAY, SEPTEMBER 17 


Lane Co., Inc. (Com. & 
Pfd.) 


Ohio Public Service 


On the 


New York Curb 


Edited by A. Weston Smith, Jr. 


4 Aluminum of America 
Recent strength in the aluminum stocks 
is being attributed to Ambassador Mel- 
lon’s visit to Pittsburgh during his vaca- 
tion from London, but the sharp advance 
to new high levels for the year probably 
reflects the small floating supply of the 
issues. The new economy program which 
was introduced in the plants of Aluminum 
Company of America in July is expected 
to be productive of results in the current 
half-year. 


ATLAS CORP. has provided the leadership 
in the recent advance in investment trust 
shares, rising to within 10 per cent of its 
market appraisal at the peak of 1929. 


4 Columbia Pictures 


Renewing its foreign distribution con- 
tracts with United Artists, Columbia 
Pictures has extended the release of its 
feature productions for 1932-33 in the 
British Isles, India, Brazil, Spain, the 
Balearic Islands, the Canary Islands and 
Spanish Morocco. 


DEERE & CO. will be benefited by increased 
farm purchasing power both through buy- 
ing of new equipment and the paying up of 
outstanding accounts. 


4 Ford of Canada — 


Reports from the Dominion indicate that 
plans are well advanced for the produc- 
tion of a new Ford model which will 
combine service with popular concessions 
to style, color and comfort. To attain 
maximum efficiency in operation, the new 
model is expected to be smaller than the 
present Ford, but still will not be in a 
competitive class with the Austin. A 
four-cylinder model has been mentioned 
with the motor imported from England. 


HUMBLE OIL, it is estimated, will earn 
around $5 a share on common if present 
business holds throughout the remainder of 
the year. 


4 National Casket . 


It is not that the death rate has declined, 
but rather the trend toward more eco- 
nomical funerals that explains the de- 
crease in National Casket’s earnings to 


the lowest level since 1921. Earnings for 


the fiscal year ended June 30, 1932, 
equalled $2.10 a share or less than the $3 
annual dividend requirement. In the 1931 
fiscal year net was equivalent to $6.88 a 
share. 


PEPPERELL MFG. reports that by Octo- 
ber 1 all mills of the company will be at 
maximum single shift capacity, a gain of 
100 per cent over the low rate in July. 


4 Pilot Radio & Tube De 


According to officials of Pilot Radio & 
Tube, preparations are being made to 
double the company’s present working 
force of 500 employees at the new Law- 
rence, Mass., plant. The new line of radio 


tubes is taking hold in the domestic may. 
ket and the management expects a large 
volume of orders during the next foy 
months. 


POWDRELL & ALEXANDER’S 
curtain factories have been stepped up tp 
full time operations with day and night 
shifts to care for the largest orders in thre 
years. 


4 Swift Internacional “CH 
Estimates from Chicago place earnings 
for Swift Internacional at around $2.15 
a share for the three months of May, June 
and July, or at the rate of 70 cents q 
share per month. It is believed, there 
fore, that earnings for the full year of 
1932 will be in excess of the $4.41 a share 
reported for 1931, thus assuring continy. 
ance of the $3 annual dividend and war. 
ranting the payment of another $1 extra 
dividend in November. 


TELEPHONE BOND has retired 1,500 
shares of its first preferred stock of $100 par 
value, leaving outstanding 58,500 shares. 


4 Walker (Hiram) 
Activity in Hiram Walker-Gooderham & 
Worts at more than double the year’s low 
apparently is based on the hope that 
some of the 15 million gallons of spirituous 
liquors now held in storage by the com- 
pany will find its way into the American 
market in the event of repeal. 


THE TREND OF THINGS 


concluded from page 244 


1931. According to Tuer Financial 
Wortp Index, stock values were en- 
hanced $3,490 millions in the week of 
August 31-September 7. This is added 
to the gains of $7.3 billions in August and 
$4.9 billions in July. This huge apprecia- 
tion is somewhat minimized by the New 
York Stock Exchange report that in 
August seven issues aggregating 34 
million shares were dropped from listing. 
However, the gain since the low point d 
July 8 has added $14,870 millions to 
stock values. There are now 1,245 sep- 
arate issues listed on the Exchange, giv- 
ing a total of 1,311,960,145 shares which 
on September 1 had an average value of 
$21.18 a share against an average of 
$15.58 a share on August 1 and $11.89 
a share on July 1. The increase of $% 
millions in brokers’ loans is not nece+ 
sarily to be considered an increase 1 
borrowings on margin accounts (as & 
plained on page 249) but it does influence 


’ the ratio of brokers’ loans to stock values, 


which is established at 1.19 per cent for 
September 1. This ratio is so low as #0 
lack significance, representing only 2 
cents a share borrowed on the average 
share of stock. The turnover for the 
week was at a rapid pace for a monthly 
rate of 7.17 per cent. 


THE FINANCIAL WORLD 
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International Nickel (Pfd.) 
(Pfd.) 
Lumbermen’s Ins. Co. Co. 
(Pfd.) 
Chicago Ry. Equip. (Pfd.) 
City Investing Co. (Pfd.) 
eae Cleveland Union Stock Yards 
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Three Predictions 
By A. W. WETSEL 


—and the third may prove to be the greatest of all” 


An advertisement with the above headline was first published 
four weeks ago and in more ways than one the third prediction 
referred to has already become more important than the first two 


HE reason is simple. Of the three 
outstanding predictions made by 
A. W. Wetsel in the past three years the first 
two made September 2, 1929, and April 15, 
1931, served our clients chiefly in PRE- 
VENTING LOSSES. They were warn- 
ings of impending declines. Relatively few 
people have yet learned to capitalize 
downward as well as upward swings. These 
downward movements were capitalized to 
the fullest extent only by our active trad- 
ing clientele. | The majority benefited 
by simply getting OUT of the market. 

But the third prediction in which the 
upward turn of July oth, 1932, was forecast 
was accompanied by positive action—by 
buying—and therefore profits have natur- 
ally accrued and many new clients have 
taken a long step forward toward! actually 
recouping previous losses resulting from 
having followed wrong investment policies. 

And even more. 

Mr. Wetsel not only pointed out that 
this turn was imminent but foretold its 
precise nature. His exact words were: 
(1) that the turn would take place sud- 
denly; (2) that the market, in terms of 
published averages, would not spend much 
time around the low point; (3) that prices 
would advance persistently — if not 
sharply; (4) that practically all stocks 
would share in the recovery; (5) that 
second and third rate issues would appre- 
ciate proportionately more than high 
grade stocks, and (6) that securities would 
advance substantially before business 
actually improved . . . that business could 
not and would not improve until securities 
advanced. 


The Result of This Prediction 


As a consequence we not only advised 
cients to buy before July oth but kept 
them in the market steadfastly for the 
full benefit of the upswing. 

And even more. 

The stocks we recommended in the 
early stages of the rally were, on the aver- 
age, among the first to move. We were 
thus able to take profits when these stocks 
reached their respective resistance levels— 
and immediately switched to others which 
had delayed participation in the general 
advance but were in turn ready to move. 
In consequence, our advices resulted in 
producing profits of even greater propor- 
tions than the average appreciation of the 
general market itself. 

And still more. 

This policy was unhesitatingly taken in 
the face of general disbelief in the strength 
of the market, of the constant inclination 
of the majority to take profits, and even 
g0 “short” on rallies, and of the carpings 
and scoldings of the statisticians and 
fcohomists who were taken wholly by 
Surprise and don’t seem to know what it 
all about even today. 


SEPTEMBER 14, 1932 


Methods That Revealed the 
Market's Strength 


Now the point in giving this brief review 
of late happenings, now a matter of record, 
is this—recent events while still fresh in 
everyone’s memory serve to throw out 
in crystal clear perspective the fact that 
so-called fundamentals are of compara- 
tively small value in forecasting important 
turns—either up or down. 

Who by using such factors as earnings, 
balance sheets, car loadings, steel tonnage, 
etc., would have been likely to see strength 
in the market, during late June and early 
July? Very few. 

Only through technical analysis of the 
highest order could the potential strength 
which actually existed in the market be 
seen before it became visible through the 
action of the market itself. And only 
through the same method could persistent 
strength be perceived even after the 
market had started on its way. 


How These Methods Are Applied 


Therefore, the INDUCTIVE reasoning 
employed in technical analysis by this 
organization, and not the DEDUCTIVE 
reasoning from statistics usually employed 
by the half-informed, was the means of 
producing the PRACTICAL advice to 
buy—and the still more practical specific 
advices which enabled our clients to take 
complete advantage of the upswing. 

As a matter of fact, it is through the 
conscious, deliberate and conscientious use 
of INDUCTIVE thinking that the A. W. 
Wetsel Advisory Service has reduced the 
art of predicting the market’s short and 
intermediary swings to a practical service 
through which any one can find out 
WHEN to buy and WHEN to sell. We 
do not attempt to forecast daily fluctua- 
tions or make predictions for the so-called 
Long Pull. The distinction is important. 
Betting on fluctuations and on the Long 
Pull alike is gambling. Capacity to cor- 
rectly judge short and intermediary move- 
ments results in informed trading or en- 
ables you to apply a flexible policy to your 
investing. Such a policy in turn gives your 


Note: On October 22, 1931, 
Mr. A. W. Wetsel and essential 
members of his staff resigned | 
from and severed all connection | 
with the Wetsel Market Bureau, 
Inc., and established a new Or- | 
ganization which has afforded | 
investors the continuation of Mr. 
Wetsel’s investment and trading | 
services. The A. W. Wetsel | 
Advisory Service is an organiza- 
tion standing for independent | 
investment counsel and has no | 
connection with any other or- 
ganization whatever. l 


investing its greatest safeguards—and be- 
cause it proceeds along positive and not 
negative lines adds to safety a rate of 
growth of capital not obtainable in any 
other way. 


The Truth About Sound Investing 


To fully grasp this point of view, briefly 
dealt with here, it is necessary to fearlessly 
face the actual CAUSES of losses—popu- 
lar fallacies and half truths about invest- 
ing—to divest them from your mind and 
then to substitute rational, common sense 
and dynamic principles in their stead—in 
short, to learn the truth about successful 
investing. If you are depending on a 
sustained bull market to recoup your 
losses—if you fear to act in this market— 
if you do not know when to sell as well as 
when to buy—you need to learn about 
this protective and productive market 
philosophy. 

This intelligent way of regarding the 
business of investing is dealt with clearly 
and courageously in an article by a mem- 
ber of the staff of the A. W. Wetsel Ad- 
visory Service entitled—‘“‘ How to Protect 
Your Capital and Accelerate Its Growth— 
Through Trading.” 

It has probably done more to help 
people divest their minds of the fallacies 
and half truths which are really responsible 
for their losses—and to give them a work- 
ing grasp of the positive philosophy which 
makes for success in investing than any 
piece of writing that we know of. 


Methods That Protect and 
Produce Results 


This article shows that you need not 
wait to enjoy the benefits of correct invest- 
ment management—it shows why you 
need not fear further market declines or 
even possible failures on the part of corpo- 
rations—but on the contrary how you can 
put these methods to work for your pro- 
tection and gain—at once. 

Fill in the blank below and we will send 
you “How to Protect Your Capital and 
Accelerate Its Growth—Through Trad- 
ing” without obligation. 


A. W. Wetsel Advisory Service 


1540 Chrysler Building 
New York, N. Y. 12 


Send me, without obligation, article by E. B. Harmon, 
“How to Protect Your Capital and Accelerate Its 
Growth—Through Trading.” 
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“Can I Make Money 


—on a limited amount of Capital?” 


A few hundred dollars buys 10 shares of some of the 
best stocks at today’s low prices. Our weekly bulle- 
tin “‘Market Action" is for traders. ‘Investment 
Outlook” is for long-swing investors. Send for 
sample copy without cost or obligation. 


WETSEL MARKET BUREAU, Ine. 
Now Located at 603 Empire State Bldg., N.Y-C. 


CAMELS 


Made fresh—kept fresh 


Never parched or toasted 


a fresh 


Situation Wanted 


Seek opportunity as a customers’ man. 
Though never so employed, have done 
considerable trading. Have twenty years’ 
commercial experience and a host of loyal 
friends. Would be content to start on 
any basis. Box 46, c/o THe FINANCIAL 
Wor tp, 53 Park Place, New York, N. Y. 


The PRICE RANGER 


peonides a simple and inexpensive means of 
eeping a graphic record of the day-to-day price 
fluctuations of individual st»cks, in a permanent 
and useful form for reference 


Write For Details 


REAMER KELLER 
a 33 Park Place, New York 


DIVIDENDS 


AMERICAN WATER Works 


LECTRIC (OMPANY 
INCORPORATED 
(of Delaware) 
NOTICE OF DIVIDEND 


A quarterly dividend of fifty cents 
(50¢) a share, payable in cash, on the 
common stock of the Company, has been 
declared payable November 1, 1932 to 
common stockholders of record at the 
close of business on October 7, 1932. 

The Company has been advised by 
the Voting Trustees that as to Common 
Stock deposited under the Voting Trust 
Agreement dated January 2, 1931, this 
dividend will be paid on November 1, 
1932, to holders of Voting Trust Certifi- 
cates of record at the close of business 
on October 7, 1932. 


W. K. Dunsar, Secretary. 


Metal Package Corporation 


CAN MANUFACTURERS : 
The Board of Directors has declared a 
quarterly dividend of One Dollar ($1.00) 
per share out of earningsonthe Common 
Stock, payable October 1, 1932, to stock- 
holders of record September 12, 1932. 

G. S. McCREEDY, Secretary. 
September 1, 1932. 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Common Stock 


A dividend of One Dollar and Seventy-Five Cents 
($1.75) per share on the Common Stock of this Company 
will be paid on Friday, September 30, 1932, to share- 
holders of record at the close of business on Tuesday, 
September 20, 1932. 

W. G. KLEINSCHMIDT, Secretary. 

San Francisco, September 1, 1932. 


AMERICAN SNUFF COMPANY 
Memphis, Tenn., Sept. 7, 1932. 


declared payable October 1, 1932, 
record at the close of business September 14, 1932. 


Checks will be mailed. 
M. E. FINCH, Treasurer. 


AIR-CONDITIONING 


concluded from pege 247 
_ 
are the industries which contribute raw 


materials, accessories and power for air- 
conditioning: 


Aluminum Glass Public Utility 
Asbestos Heating Steel 

Chemical Ice Temperature 
Construction Insulation Control Devices 
Copper Iron Tin 

Electrical Lead Water 

Enamel Machinery Wire 

Gas Plumbing Zinc 


Important among the indirect bene- 
ficiaries are aluminum, copper, steel in- 
sulation and the public utilities. Those 
three metals comprise about 90 per cent 
of the raw material which goes to make 
up air-conditioning apparatus. Insula- 
tion is very important, not because it is 
used in making the equipment but 
rather for the part it plays in successful 
air-conditioning. The increase in the 
use of air-treatment will require a broad 
use of the various types of insulating ma- 
terial now on the market. Buildings 
which are not now insulated will have 
to be fortified with some type of insulation 
in order that the equipment will not be 
interfered with by outdoor weather. 
The public utilities will benefit from the 
use of electric power and gas for the 
operation of the equipment, and they 
may also be called upon to handle much 
of the selling and distribution of appa- 
ratus to the home. 

The direct beneficiaries, of course, are 
those which actually manufacture and 
install air-conditioning systems and spe- 
cialty equipment. It is they who will 
benefit most from the development of 
any broad demand in this new industry. 
One trade publication has counted 53 
active individual companies now engaged 
in the manufacture of air-conditioning 
equipment, but of these only 16 have 
stocks available to the public. The 
stocks and their markets are as follows: 


STOCK MARKET 

American Radiator & Standard 

N. Y. Curb 
Copeland Products............ :..N. Y. Curb 
McCord Radiator & Mfg......... N. Y. Curb 
Modine Manufacturing........... N. Y. Curb 
Safety Car Heating & Lighting..... N. Y. Curb 
Boston 
Westinghouse Electric & Mfg...... N.Y. 8S 
York Ice Machinery.............. Counter 


Competition in the field of air-con- 
ditioning will undoubtedly be keen in its 
early stages for not only are the above 
companies interested in obtaining as 
much of the market as possible, but 
many now manufacturing household 
equipment are planning to turn to the 
new industry as soon as the public shows 
an active interest. The refrigerator com- 
panies, particularly, are well equipped to 
enter the field, and a number already 
have perfected special cabinet types for 
the home. 


To the conservative investor who 


wishes to share in the benefits of a new. 


industry which possesses the character- 
istics of prosperity leadership, the best 
course to follow would be to select a 
leader which has given ample evidence of 
stability in the past. Of the several 


opportunities available, General Electric 


appears to occupy an attractive position 
to benefit from the broad potentialities of 
air-conditioning. The recent establish. 
ment of its ‘ Air-Conditioning Depart. 
ment” and the announcement of the 
“G. E.” electric oil furnace is but the 
first step in an elaborate plan to serve 
the home with all types of air-condition, 
ing service. While it is a little too early 
to divulge the schedule which has beg 
laid out for the next several years, it jy 
understood that the new furnace will }y 
followed by the introduction of Various 
types of air-conditioning apparatus fo 
home, office and factory. The new de 
partment is entirely separate from any 
present division of the business. 

The common stock of General Electrie 
now selling around 40 times indicated 
1932 earnings and yielding slightly mor 
than 2 per cent, hardly appears to be on 
the bargain counter whén measured by 
this yardstick. But the possibility gf 
leadership in the air-conditioning field js 
quite another measure and one which 
only the progress of the next few year 
will limit. 

For further consideration American 
Radiator & Standard Sanitary, General 
Motors and Holland Furnace appear ina 
promising position. American Radiator 
through its ownership of American Blower 
Corporation, Campbell Metal Window 
Corporation, and Fox Furnace Company, 
is already providing practically all types 
of air-conditioning service and should go 
far in the field because of its close asso 
ciation with the building trades. General 
Motors through its Frigidaire and Deleo 
Appliance subsidiaries has done much 
experimenting with air heating and cool- 
ing and is preparing to take a more active 
part in the manufacture and direct distri- 
bution of this type of equipment. Holland 
Furnace together with its Institute of 
Thermology has made a deep study of 
ventilation and air-conditioning in its 
preparation of the several types of appa- 
ratus which it has recently placed on the 
market. 
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from page 255 


concluded 


sary to put confidence to work, and the 
setting for its reemployment could not 
be more ideal than it is, for the country 
is under-inventoried in goods—it has 
allowed its machinery to wear down toa 
point where it is very much in need of 
replenishment and replacement. In faet, 
we have permitted a vacuum to be 
formed, which can readily explain the 
rush that is going on to refill it. We talk 
of percentages and say that gains on 
this basis are unparalleled. Still, if we 
pause to realize to what depth everything 
was allowed to drop, the reversals cal 
not be called phenomenal, but are only it 
compliance with the law of adjustment. 
To double a dollar means a hundred pe 
cent gain, but the percentage gradually 
tapers off when further increases must be 
recorded on the accumulated dollars. 


A 


However, to the country and to the 
people it is of less importance to 
calculate the percentages of in- 
creases than it is to realize that 
after Soissons come the Plains of 
Plenty. 
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INVESTOR SHOULD 
OVERLOOK THESE VITAL FACTS 


PLEASE SHOW THIS TO SOME INVESTOR FRIEND 


HE PAST THREE YEARS have witnessed the breaking of many precedents 

in business and finance. Many investors have learned, at great cost, that 

the investor needs more than a knowledge of financial history to meet 
the complex problems of these trying days. 


Never has there been a time when it was so important for both large and 
small investors to obtain exact current financial information together with ade- 
quate interpretation by competent, unbiased authorities. 


THE FINANCIAL WORLD can do for you, in keeping you thoroughly informed, 
what it is doing for thousands of America’s successful investors. We can save 
you both time and money. Our staff of experts have the training and experience 
which enables them to condense and interpret the essential bits of financial 
information which the average investor would otherwise completely overlook. 
Every coming weekly issue of THE FINANCIAL WORLD will be of genuine value in 
giving you a clearer grasp of the whole situation and the best course for you to 
pursue. Don’t miss a single issue. 


As an investor, you owe it to your family as well as to yourself to throw 
off the cloak of complacency and the “what’s the use” attitude. It is only by 
keeping financially posted during the next 12 months that you can make abso- 
lutely necessary readjustments in your investments. If you subscribe now for 
THE FINANCIAL WORLD’s Threefold Investment Service, you will likely say one 
year from now that the $10 subscription was the best $10 investment you ever 
made in your life. 


No one can foresee future events. We do not pretend to have such ability. 
However, we are confident that our editors can help the average investor to 
select the most attractive stocks and bonds with far better success than the in- 
vestor who depends upon his own judgment. Avoid costly regrets by mailing 
the coupon below before October 15th. 


{If you are already a subscriber, please show this to a friend} S-14 


THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Here is my check for $10 in full payment of the following 


{a} 52 weekly issues of The Financial World {Canadian and 
Foreign Postage, $2 extra}. 

{b} 12 monthly editions of “Independent Appraisals of Listed 
Stocks’’—an indispensable manual full of vital investment 
data and ratings. 

self-addressed envelope with each inquiry. {Each inquiry City im 
must be confined to a single security.} 


{d} Reprints of 6 important recent articles from The Financial 
World. 


THE SCHWEINLER PRESS, NEW YORK 
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wonder why” 
cigarette advertising generalli 
avoids this question? 


O*%: of the mysteries in 
cigarette advertising has 
been the apparent fear of the 
word “inhale.” It seems rather 
foolish—for everybody inhales 
— whethertheyrealizeitornot 
... every smoker breathes in 
‘some part of the smoke he or 
she draws out of a cigarette. 


. Think, how important 


it is to certain that your 


cigarette smoke is pure and 
clean—to besurethat youdon’t ; 
inhale certain impurities. »” 


Doyou inhale? Lucky Strike. 


AMERICA 


has dared to raise this 
question ... pesause when 
smoke Luckies your delicadi™ 
membranes get the protec 
no other cigarette affords. 
other methods have been mi 
old-fashioned by Luck 
~famous purifying proc@ 
Luckies created that prog 
Only Luckies have it! 
Do you inhale? Of co 
do! So mess 
for you. 
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TUNE IN LUCKY STRIK E—60 modern minutes with the world’s finest 
mous Strike Tuesday, evening over N. C. nett 
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